With Our Readers 


Sirs: 

Of late it has struck me rather forci- 
bly that there has arisen in the United 
States a condition which, so far as I 
know, is without precedent. It is my 
opinion, and I am certain many others 
share it, that there is no real leader 
around to whom the sober-minded ele- 
ments and thinking people and business 
men in this country may rally. Cer- 
tainly, there is no one in Congress qual- 
ified. I do not mean that there is a 
dearth of able and conscientious Con- 
gressmen but there is none with the 
vivid personality and ability necessary 
to unite the conservative factions into 
a single and powerful group. Men out- 
side of the political fold are afraid to 
raise their voice and devote their talents 
to organized opposition to the crack- 
brained policies which have been foisted 
upon us—fearful that to do so would 
discredit them with heresy and damage 
their private affairs. Critics of the Ad- 
ministration there are aplenty, but if 
you can name one who would be able 
to inspire public support on a national 
scale and from all ranks, I would be 
obliged to you if you would tell me his 
name. 

I am aware of such organizations as 
the Crusaders and the American Lib- 
erty League, but they have little or no 
effect, without a dynamic personage at 
their head. What can they do in the 
face of the spell-binding opposition of 
Father Coughlin and his National 
Union for Social Justice, Huey Long 
and his Share-the-Wealth groups? The 
reason that these groups have had their 
fantastic philosophies and economics 
swallowed in great gulps by the masses 
is largely due to the personalities of 
their sponsors and their silver-tongued 
oratory. General Johnson can talk 
in terms that everyone can understand 
but I am afraid that his N R A ex- 
periences will, whether rightly or 
wrongly, deprive him of the real effec- 
tiveness as a leader, which I feel is so 
necessary at this time—G. S., Upper 
Darby, Pa. 


We agree with you but can suggest 
no suitable candidates at this time. 
Remember, however, that President 
Roosevelt had no considerable follow- 
ing until after the Democratic Conven- 
tion, and there may still arise a man to 
whom you can turn with confidence 
before the 1936 elections. We hope 
so. Political sentiment changes fast in 
this country.—Eb. 


Sirs: 

As an expression of my own views, 
I take the liberty of enclosing herewith 
carbon copy of a letter which I wrote 
to Mr. H. P. Kendall, chairman of the 
Business Advisory and Planning Coun- 
cil at Washington, D. C., under date 
of February 27th. 

As far as I am concerned, you are 
perfectly at liberty to use any or all 
of this material, as you may see de- 
sirable, in your excellent magazine. 


(We quote the letter in part—Ep.) 


Scant, if any, consideration has been 
given to the inarticulate class of Amer- 
icans who for generations have been 
industrious and thrifty and have en- 
deavored to take care of themselves 
and also carry the ever-mounting bur- 
den of taxation. 

Just now, they are in the painful 
position of having their own Govern- 
ment unfairly and uselessly destroy a 
large part of their life-time savings and 
accumulations. I have in mind the 
ruthless and dishonest attacks of the 
Administration upon legitimate busi- 
ness enterprises, particularly the light 
and power industry. In all our his- 
tory I do not think there has been 
anything comparable to it. 

Ruthless—because the Administra- 
tion seems bent upon a policy of com- 
plete destruction and not merely regu- 
lation. 

Dishonest—because the attacks are 
incited by politicians and not by the 
consumers and because the funds to 
build Government-owned competing 
plants are wrung from the very people 
who are being financially harmed and 
further dishonest because no Govern- 
ment competition is fair to private 
industry. 

Millions of us for many years have 
saved our funds and invested them in 
supposedly sound securities paying a 
legitimate 5% to 7% annual income. 
They constituted our bulwark against 
emergency and illness and old age. 
Light and power companies have al- 
ways been a favorite medium of invest- 
ment as they constituted a public ne- 
cessity with a fairly even demand for 
their facilities and were generally well 
managed and were subject to State 
regulation as to their charges and in- 
come. 

Investors, large 
obliged to sit hes. 
their Government 


now are 
and see 
iate and 
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then destroy a large proportion of their 
securities. I speak from experience 
and not hearsay. I personally have 
owned for years public utility secun- 
ties that were bought by me ‘at a fair 
price and paid a fair rate of interest 
on the money invested by me. Then 
came the sniping attacks of cer- 
tain newspapers and local politicians, 
spreading to the present wholesale in- 
dictment of the entire industry by the 
National Administration, the  out- 
rageous increase in taxation and the 
pouring of untold millions of Govern- 
ment money into competing projects. 

Under that storm of unfairness and 
dishonesty, I have seen in my own case, 
the reduction and cessation of divi- 
dends and my preferred and common 
stocks decline until, in some cases, they 
are absolutely worthless. 

In my opinion, the Government is 
accomplishing absolutely nothing con- 
structive in its campaign and is destroy- 
ing billions of dollars of accumulated 
savings of its citizens and will in- 
evitably add many of them to the 
present intolerable relief roll. Most 
serious, perhaps, is the destruction of 
confidence on the part of business men 
and investors and the indefinite post- 
ponement of industrial recovery. 

The Administration intimates that 
utility stocks have been “watered”. It 
may or may not be true in some in- 
stances. However, in all private in- 
dustry, I do not believe there has been 
a case of “watering” as brazen as that 
of the Administration in devaluing the 
dollar and boasting about the tre- 
mendous Treasury “profit” realized in 
the operation. 

I contend that the Government has 
no business whatever competing with 
private business. I contend that the 
Government is constitutionally wrong 
in deliberately destroying security 
values because the Constitution pro- 
vides that no one can be deprived 
of his property without due course 
of law. 

I think that Government can best 


‘utilize its time and resources in its in- 


tended occupation of governing and 
that it should relax its antagonism to 
business and give recovery a chance. 
Specifically, I hope that the Adminis- 
tration will see the injustice being done 
to millions of us small investors in 
public utilities and will cease its at- 
tacks on the utilities and will terminate 
its present policy of erecting competing 
Government-owned power projects. 
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The Investor’s 
Pocket Guide— 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and pasi- 
tion of investments you contemplate 
buying —then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1525 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 


interested. 
—the industries — the companies 
which are gojng ahead — those 


which are declining. 
—funded debt, if any. 
—dividend rates—and dates. 


—the 1932 and 1933 earnings—the 
interim earnings for 1933 and 1934. 

—the 1934 and 1935 price ranges. 

ticker symbols. 

—*the “low prices’ since July 1st, 
1933 — so important in figuring 
minimum margin requirements and 
-maximun. loan values under new 

. market regulations. 


Onty' $2.50 -2 ‘year will bring you 
*Adjustable’ Stock Ratings”—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
_ tion you can. possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 


* We have just completed handy, pocket-sized 
tables which, using the “lows” since July Ist, 
1933, as given in “Adjustable Stock Ratings,” can 
enable you to* find minimum margin require- 
ments and maximum loan values at a glance. 
You can have a copy of these tables, free, if your 
subscription is received within the next 10 days. 


Mail your order now— 


The MAGAZINE of WALL STREET 
90 Broad Street, New York. 


C} I enclose $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly 
for one year—also tables of “Minimum 
Margin Requirements and Maximum 
Brokers’ Loans” FREE. 
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When Is Propaganda Not 


HEN the New Deal publicizes 
its various measures for recov- 
ery it is educating the people 

to the current political philosophy. 
When the public protests a govern- 
mental proposal, that is “propaganda.” 
What is propaganda anyhow? Is it 
only to be applied in an invidious sense 
to public expression when that expres- 
sion is of an opposing nature? This is 
apparently the construction put upon 
the term by the Administration al- 
though we note that Webster defines it 
without any vicious connotations what- 
soever as: “the scheme or plan for the 
propagation of a doctrine or system of 
principles.” 

It seems to us that this accurately de- 
scribes precisely what the present Ad- 
ministration is doing. Indeed follow- 
ing the literal interpretation of the 
word, it might be claimed that the Ad- 
ministration has itself developed the 
fine art of propaganda to a degree 
which is surpassed by few, if any, other 
nations. Figures on the total tonnage 
of literature sent out from Washington 
agencies and bureaus in the past two 
years, and the total number of words 
used by the New Dealers in justifying 
their various activities would dwarf 
the national debt. 


Propaganda? 


For two years, the Government has 
been hammering away at private own- 
ership of public utilities, attempting to 
drive home its point by distributing 
tons of literature, thousands of photo- 
graphs, and millions upon millions of 
words extolling the virtues of the 
TVA. This propaganda from Wash- 
ington has caused a terrific deflation in 
the value of public utility securities, 
and the latest proposal to outlaw pub- 
lic utility holding companies has 
brought thousands of letters and tele- 
grams of protest from public utility 
stockholders. These justifiable com- 
plaints were immediately branded by 
the Administration as propaganda. Pub- 
lic utility managements were charged 
with wasting investors’ funds in arous- 
ing opposition to the bill. It would 
appear that much graver charges could 
be leveled against the public utility 
companies if they did not take every 
step possible in pointing out to their 
stockholders how destructive the pend- 
ing legislation would be to their invest- 
ments. 

The Securities and Exchange Act, in 
its original form would have been un- 
workable, but it likely would have be- 
come law if strong opposition had not 
arisen. Out of the propaganda for and 


against the bill sprang the present Se- 
curities and Exchange Act, which is 
workable and is a benefit to the in- 
vesting public. 

The Administration has spared the 
taxpayers no expense in flooding the 
press with “news” releases, one even 
stating that definite business improve- 
ment was indicated by the decline in 
the numbers of bachelors and the sharp 
increase in rug sales. Sunday supple- 
ments have carried photograph after 
photograph of government beneficiaries 
cashing checks, of government housing 
projects, government dams, government 
power plants, etc. One of the photo- 
graphs illustrating the success of a 
Federal housing project was somewhat 
misleading as it showed a happy couple 
beaming at the world from the front 
porch of the only occupied house in a 
group of more than fifty homes. 

Coming from an Administration so 
gifted in the art of persuasion through 
the use of publicity, the constant brand- 
ing of honest opposition to proposed 
measures as “propaganda” sounds 
strange. Honest expression of indi- 
vidual opinion on proposed legislation 
will do much toward insuring against 
further mistakes by the New Dealers 
over the next two years. 








In the Next Issue 


What Informed Europe Thinks of the New Deal 


Our Recovery as Seen from the Perspective of the Continent 


By GEorGE BERKALEW 


Foreign Representative of The Magazine of Wall Street 


Companies Which Established Record Earnings Last Year— 


And How They Did It 


By STANLEY DEVLIN 
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UNION CARBIDE AND CARBON CORPORATION 
CONSOLIDATED BALANCE SHEET 


INCLUDING DOMESTIC, CANADIAN AND OTHER FOREIGN SUBSIDIARIES 
December 31, 1934 





ASSETS LIABILITIES 





























CURRENT ASSETS CURRENT LIABILITIES 
Cash .. 1... esses eee eee snes $ 16,530,422.01 Accounts Payable.............- $ 4,067,686.63 
Marketable Securities (at Market 2 ere Bond Interest (Unpresented Cou- 
December 31, 1934)........ oe 3,879,681.62 pane and, Interest Payable Jan- 
Receivanies (After Reserve for uar Reet uns kauuias 191,901.75 
Joubtfu > > g 
Trade Notes and Accounts..... $ 12,452,202.30 Diy idend E ayable January 1, 1986 SASS 0eS-B0 
Other Notes and Accounts..... 743,002.27 13,195,204.57 
INVENTORIES (Cost or Market, ACCRUED LIABILITIES 
Whichever Lower) s 
Raw Materials............. a el 809, 875. 10 Taxes (Including Income Taxes).$ 3,872,401.30 
Work in Process............. 387.05 Bond and Mortgage Interest..... 79,637.50 
Finished Goods...........-.. 18. 45S 5,280.67  41,281,042.82 Dividends on Outstanding Pre- 
TOTAL CURRENT ASSETS........... wees $ 74,886,351.02 panies at. osm a — 4, 666 66 
Other Accrued Liabilities ae 6 22. 4,634,128.38 
FIXED ASSETS : TOTAL CURRENT LIABILITIES cheae sum eee $ 12,009,815.06 
Land, Buildings, Machinery and 
ES rrr ere. $224,364,242.22 
Less—Mortgages Not Assumed. . 2,867,100.00 221,497,142.22 FUNDED DEBT OF SUBSIDIARY COMPANIES 
INVESTMENTS First Mortgage Bonds— 
Affiliated Companies Not Included pee Mencuary 3 187. 4 Carats $ 12eee02 
’ me Due July 1, 3981, 5%..... 3,281,000.00 
ee Ree $ 3,225,645.22 Due July 1, 1950, 6%..... 318,000.00 
Real Estate Mortgages.......... 247,233. 60 Due October hs 1955. 5% ene 3 341.000 00 
Debentures and Notes Receivable —5,946,775.75 Mortgages on Real Property— sf seid: 
Reacquired Capital Stock of Union : 4 aieen, Kae 
i - -: . Open Mortgage, 5%.......... 700,000.00 
Carbide and Carbon Corporation Due April 1, 1945, 54%.... 175,000.00 
(07,006 Bkeres) ..... 22.2055 1,899,493.15 scape Si et Mgt nena aad : 
Other Sccurities............... 2.554,192.34 — 13,873,340.06 TotaL FUNDED DEBT... .. pt eceseecsseeee 8,930,000.00 
eae TOTAL LIABILITIES ............. $ 20,939,815.06 
DEFERRED CHARGES RESERVE FOR DEPRECIATION.........cccccccecee 59,473,920.11 
Prepaid Insurance, Taxes, ete....$ 1,484,083.75 PREFERRED CAPITAL STOCK OF SUB- 
oe ee ear ; 190,463.62 1,674,547.37 PP orig Bo coceigesiag; tl heigl es Slnd 6,896,300.00 
: a een APITAL STOC * UNION CARBIDE 
Patents, Trade Marks and Goodwill 1.00 AND CARBON CORPORATION — 
oN \ ie o> ee $311,931,381.67 9,000,743 SHanes or No Par 
_ reac RTS WERE 5 Gib sos 5% eins 6s 00s eee s 175,163,672.43 
IN C O ME EARNED SURPLUS ..............04  49.457,674.07 _ 231,517.646.50 
$311,931,381.67 
EARNINGS (AFTER PROVISION FOR INCOME Tax) §$ 28,602,237.43 SS 
Deduct— _ * Not including 226,167 shares owned and held from December, 1917 
Depreciation and Depletion...... $ 7,130,301.19 by Union Carbide Company, a subsidiary. 
Interest on Mortgages and Funded 
Debt of Subsidiary Companies. 658,715.62 
ae on Preferred Stock of nex sve.ee 9.204. 900.81 
Subsidiary Companies........ 535, .0 ,324, : 
SOE TMOOUR: . xc pc0cccniswss seecceeeees $ 20,277,442.62 SURPLUS 
RAR ETE 
EARNED SURPLUS AT JANUARY 1, 1934,.......... .. $ 41,605,829.06 
Notre: Income includes twelve months’ earnings to September 30, 
1934 of certain subsidiaries other than United States and Add— 
Canadian. Increase in Market Value of Mar- 
ketable Securities as of Decem- 
ON) EEE $ 315,129.12 
Increase in Dollar Value of Net 
Current Assets Due to Variation 
AUDITORS’ REPORT in Foreign Exchange Rates.... 88,622.65 403,751.77 
‘ $ 42,009,580.83 
UNION CARBIDE AND CARBON CORPORATION : 
We have made an examination of the balance sheet of Union Deduct— 
Carbide and Carbon Corporation and its subsidiaries as at Adjustment of Intercompany 
December 31, 1934, and of the statement of income and surplus Operations Prior to January 1, 
for the year 1934. In connection therewith we examined or 1934 we ee eee eee eens 200,522.50 
Adjustment of Foreign Income 
tested accounting records of the Corporation and other sup- Tax to Accrual Basis......... 142,582.71 
porting evidence with respect to the parent company and pt ogy A clog ie f F sor agg POY 432,527.79 
J 5 i % Other Items Not ecting 
United States and Canadian subsidiaries and obtained infor MOI cnc aseccescces 479,686.98 1,255,269.98 
mation and explanations from officers and employes of the ; = 
% . _ $ 40,754,310.85 
Corporation; we also made a general review of the accounting 
methods and of the operating and income accounts for the year Add— 
of these companies, but we did not make a detailed audit of Net Income for Year (as above).......eeceeees 277,442.62 
the transactions. yaronaent 
Accepting the statements of other auditors with respect 
to subsidiaries other than United States and Canadian and Deduct— 
subject to a contingent liability as guarantor on notes of Dividends Declared on Capital 
$3,151,737.54 secured by collateral with a market value in Stock of Union Carbide and 
excess of the amount of such notes, and on notes of $216,000 ha Eee cee coe, ‘sabe diet 
partially secured, in our opinion, based upon such examination, “hi |) ie ee aaeeaete 2,250,185.75 
the accompanying balance sheet and related statement of in- = ee per share, paid July a1seeeees ° 
come and surplus fairly present, in accordance with accepted No gee RE share, paid ania. bis en 
principles of accounting consistently maintained by the Cor- ber BN eg ais eas is 3,150,260.05 
poration during the year under review, its position at Decem- No. 69—35c per share, payable i : 
ber 31, 1934, and the results of its operations for the year. January 1, 1935...........+. —_—_2:150,260.05 
HURDMAN AND CRANSTOUN $ 11,700,965.90 
" " i Less Dividends on Reacquired Cap- 
New York, March 14, 1935 BIMEN UEBTINEKs 6565 vain n.s0is a s's ae 126,886.50 11,574,079.40 
EaArnep Surpius At DECEMBER 31, 1934.------ $_49,457,674.07 
SS 











Nore: The above statement includes the assets and liabilities as at Sept. 30, 1934 of certain subsidiaries other than United States and Canadian. 


654 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 











6.63 


1.75 


1.7% 
8.30 


D.00 
5.06 


b21 





E. Kenneth Burger - 











Managing Editor 


The Trend of 


BONUS 
INFLATION 


“HE only thing surprising in 
the passage by the House of 
Representatives of the Pat- 

man soldiers’ bonus bill, directing the payment of some 
$2,000,000,000 in greenbacks, is the overwhelming 
size of the majority vote—318 for to 90 against. In 
the art of putting pressure on Congressmen, the veter- 
ans’ lobbies have steadily grown more powerful. More- 
over, the free spending habits of the present Adminis- 
tration have weakened the opposition. 

As usual, the sincerity of the House vote is open to 
question. Its political strategy has merely passed the 
buck to the Senate, which in turn will no doubt pass it 
along to the President, who has already stated he will 
veto the bill. Quite likely the House will pass it over 
his veto, again putting the Senate on the spot. The 
crucial issue will be the ability or inability of Adminis- 
tration forces in the Senate to sustain the veto. 

If the monstrosity becomes law, what will be the 
effects? Well, retail trade would get a temporary and 
not particularly important stimulus. The inflationists 
will have won a victory, and will thereby be encour- 
aged to demand more of the same dose before long. 
But the $2,000,000,000 issue of fiat money will not 
of itself prove more than moderately inflationary—if 
inflationary at all—for two reasons. First, while it will 
have no metallic backing, the public is well aware that 


C. G. Wyckoff 
Publisher 








Events 


the Government is sitting on upward of $8,800,000,000 
of gold. Moreover, while it can’t get gold for those 
notes, neither can it get gold for any other currency. 
Second, the greenbacks will drive out of circulation an 
approximately equal amount of Federal Reserve Notes, 
so that total currency in circulation will be little 
changed. 


—_ 
CONFUSED N point of sheer confusion, 
NRA N R A today is the business 


man’s No. 1 enigma. As it 
nears its statutory death in June, President Roose- 
velt and Mr. Richberg proclaim it is still very much 
alive and strongly press for its extension by Congress 
for two years, in modified form. In the Senate opposi- 
tion to it in any form is powerful and vocal, making 
the fate of the proposed legislation highly uncertain. 
Meanwhile the Supreme Court at its present term will 
pass upon the basic question of the Constitutionality 
of the original concept of the thing. 

None knows precisely how or-to what extent such 
delicate matters as price control, production control, 
wages, hours and employee representation for collec- 
tive bargaining will be affected in the final outcome. 
To make the confusion worse, business opinion is 
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itself divided. Some argue vehemently that it will be 
a calamity to continue N R A; others with equal 
conviction contend it would be a calamity to 
abandon it. 

What most business men think, quite naturally, is 
determined by self-interest. It is the public interest 
alone that should guide Congress. Has N R A pro- 
moted national recovery? If not, it has failed in its 
primary purpose. For the simplest and surest answer, 
why go beyond the public relief rolls? The unem- 
ployed are more numerous than when N R A was 
started. No argument against it could be more con- 
clusive. 


=~ 


DUST STORM 
ECLIPSES THE AA A 


HE soil of Kansas 
blowing eastward 
over the nation 
should effect the burial of the Agricultural Adjustment 
Administration. A new drought impends; a calamity 
of famine beyond the resistance of the wheat carry- 
over may be on the way. Already the A A A has 
removed all restrictions on spring wheat plantings, and 
we may yet be treated to the spectacle of that agency 

offering a subsidy for the largest possible acreage in the 

spring wheat states to offset the shortage to which it 1s 

a party. Among the dire possibilities of its folly are 

that we may be importing wheat in 1935, but in that 

event it will doubtless “point with pride” to the fact 
that if it had not made prices so high in the United 

States we might have exported most of the carryover. 

But that sophistry will not go with people who are 

paying higher prices for bread only to contribute to 

still higher prices. We have been taxed to invite a 
famine, and the farmers have been encouraged to do 
nothing for something. Blind nature and stupid farm- 

ers never made a worse mess than this manifestation 

of brain-trust planned economy. 


—_~ 


FROM FRYING PAN 
TO FIRE 


HE case against pri- 
vate control of 
credit has been ably 

and plausibly stated by Marriner S. Eccles, governor of 

the Federal Reserve Board, in his testimony before the 

House Banking and Currency Committee on the pro- 

posed banking act of 1935, of which he is the sponsor 

on behalf of the Administration. 

Mr. Eccles argues, in effect, that the power to create 
or destroy the nation’s bank deposit money is too vital 
a power to leave in the hands of private bankers; and 
that we must find means to assure that such power 
will at all times be exercised in the national interest. 

Up to this point, it would be difficult to refute the 
logic of those advocating a revolutionary change in 
our basic method of credit control. But when we come 
to the alternative offered by the pending bill, the case 
collapses. The frying pan may be hot. The fire is 
much hotter. Considering the political pressure to 
which any Administration is subject, we think it obvi- 
ous that the centering of supreme power over credit in 
the hands of the White House and the Treasury will 





inevitably prove far more dangerous than leaving 
it where it is. 

A far sounder alternative is open to us, and since 
the old system is plainly doomed it would be the part 
of wisdom for the bankers themselves to fight for a 
sane improvement. Why not set up an independent 
credit control, divorced from either financial or poli- 
tical pressure? It should be patterned after the Su- 
preme Court, the one governmental agency that has 
always commanded the unquestioned confidence and 
respect of all classes. Such a board should be consti- 
tuted of, say, seven men of the highest caliber, ap- 
pointed for life, removable only for duly proven cause, 
assured of salaries and pensions—in the event of retire- 
ment—which would free them from any and all 
external influence. 

If our bankers are not wise enough to make a deter- 
mined fight for so sane a reform, they will deserve what 
they get under the most dangerous legislation the New 
Deal has proposed. Whatever the faults of the present 
banking system, retaining it is infinitely to be preferred 
to putting credit into politics. 


—_— 


PESSIMISTIC OSEPH P. KENNEDY, able 
NEW YORK and amiable chairman of the 

Securities and Exchange Com- 
mission, publicly scolds New York for being too pessi- 
mistic. He asserts that business is better than we 
deserve to have it, and adds that the “ace of American 
cities” infects the rest of the nation with its economic 
“blues” and “jitters”. 

For our part, we hope Mr. Kennedy is correct in his 
indictment—-since it would be very pleasant to believe 
that the present stock market is entirely wrong in the 
appraisal it places upon the business outlook. Yet 
candor forces us reluctantly to admit that this market, 
a financial nerve center reflecting the composite judg- 
ment of the civilized world, has usually been a fairly 
good barometer in signalling the approaching business 
weather. We never knew anyone to make money 
arguing with it. 

Seriously, the stock market reflects the judgement and 
knowledge of thousands of informed individuals, as well 
as the guesses and hunches of speculators, A change in 
the business of any listed company quite naturally is 
known to a smaller or larger group of individuals 
identified with the management before it becomes public 
knowledge. If the stock market turns skeptical while 
the Chamber of Commerce of Los Angeles is bullish, 
which judgment should one heed? We leave the 
answer to the reader. 


—_ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 658. The counsel 
embodied in this feature should be considered in con- 
junction with all investment suggestions elsewhere in 


this issue. 
Monday, March 25, 1935. 
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As I See It 


What of the Young Men of Germany? 


ERMANY has always claimed that she agreed to the 
Armistice in 1918 in the belief that it was to be a 
peace without victory—and based entirely on Wil- 

son’s fourteen points. She did not consider the Treaty of 
Versailles carried out the spirit of this agreement. Know- 
ing this situation, France has attempted to hold her strictly 
to each provision, relenting only under the greatest pres- 
sure because she, as well as all Europe, was aware that 
Germany would never rest until she had gotten back to 
the status that existed for her in 1914. 

The army is in control in Germany. Hence the primary 
discontent with the Treaty of Versailles which has pervaded 
the country since 1919 now finds expression in the bold 
announcement of the Reichsfuehrer, who is at present no 
more than the agent of the Reichswehr, that Germany will 
rearm regardless of the limitations of the pact to which 
she was a signatory. ‘ 

She is attempting to make this desperate stand a weapon 
for her “place in the sun.” In the meantime, the country 
finds itself in critical economic straits,—and hopes by this 
defiant attitude toward the world to impress her people 
with the crucial character of their struggle, and to retain 
their confidence in the Nazi Government as the agency to 
lead them out of their difficulties. The government’s atti- 
tude fits in easily with the long-smoldering resentment 
against the Treaty of Versailles and the territorial losses of 
sixteen years ago and with the undying chagrin over the 
fact that plans of European domination were disrupted. 
Never has Germany, under any party, relaxed her deter- 
mination to recover such territory as she was forced to 
give up. She regards it as vital to her development. It is 
territory that would provide her with raw materials, with 
broader markets and with opportunity for her young men. 

This last objective is of great importance to her. She 
cannot occupy her young men 





—~ By Charles Benedict 


Germans have been ousted. The same is true in other 
countries. Before the war the Germans dominated the 
industrial and political-economic life in Russia, and it 1s 
the fear of their aggressiveness that caused Russia t 
line up with France recently. In Hitler's book “Mein 
Kampf” he laid stress on the necessity of having control 
for development and exploitation of surrounding European 
countries. That is what lies behind the denunciation of 
treaties and the insistence on the right to rearm “for 
protection.” 

Contrary to popular belief, however, this attitude does 
not inevitably signify nearby war. On the contrary, war 
is not what Germany wants—yet. The desire of peace 
which Hitler expresses is genuine—for the time being. 
Germany is not yet ready, hence the present gesture is in 
the nature of a defiant bluff. She probably reasons that 
faced with the actuality of her rearmament, France, Eng- 
land and Italy can do virtually nothing unless they are 
willing to resort to a show of arms which is doubtful. She 
has the recent precedent of Japan’s successful defiance of 
the League of Nations in her conquest of Chinese territory. 
She rightly estimates that no nation wants to fight today, 
and given a few years of preparation, she will be ready for 
them if and when they do. 

Here lies the danger, for preparation that has been going 
on secretly for years will now be intensified and more 
openly carried forward with particular emphasis on poison 
gases and aircraft weapons. She is relying on her genius in 
these fields to confine the war largely to these two means it 
necessary, in the hope that the fear of their dreadfulness 
to the civilian population will give her what she wants. 
Present plans call for a standing army of 500,000 or more, 
an enlargement of an already well-developed air fleet. The 
militarization of her borders and the rebuilding of her navy 
will soon follow. 

These things are, of course, 





at home—particularly those of eanennnape 
the upper classes even though 
she has ousted the Jews from 
the professions, government 
service and other important 
ofices. Heretofore German 
youths went abroad in large 
numbers—to the colonies or to 
the other countries where de- 
velopment work was to he 
done. Thus did she vastly 
strengthen her sphere of influ- 
ence and through the adoption 
of German methods as_ in- 
troduced by German engineers, 
scientists and other profession- 
al men, she extended her mar- 
kets for German goods. This 
is not so today. In some coun- 
tries, notably in Latvia, where 


German influence extended as ly exaggerated. 


The Latest Dispatch from 
The Magazine of Wall Street’s 
Foreign Representative 


Conditions are highly critical in Germany. 
Recent moves to rearm were imperative in 
order to obviate economic crisis and forestall 
unemployed revolt resulting from collapse of 
public relief programs. English policy of col- 
lective European collaboration with and not 
against Germany arouses French resentment 
and may provoke friction in approaching con- 
versations, but imminent danger of war great- 


realized in the capitals of 
Europe, and whereas it may 
not result in any action be- 
yond diplomatic protest, it 
should foster ultimately a clos- 
er accord among other nations 
resulting ultimately, after 
minor frictions are eliminated, 
in a solid front against Ger- 
many. War is not imminent, 
but the preparation for eventu- 
alities will go on at an in- 
creased tempo. Peace will rest 
on a foundation of mutual 
fear until Germany is forced 
to abandon her aspirations of 
world domination either by 
complete financial collapse 
and disintegration, or by sub- 
jugation at the point of the 
sword, 





far back as Peter the Great, 
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The Stock Market Over the 
Next Fortnight 


Inflationary and Deflationary Forces Vie for Control 


By A. T. MILter 








HETHER business be good, bad 
or indifferent; whether senti- 
ment be hopeful, cautious or 
pessimistic, the stock market never goes 
up or down for any great length of 
tume without temporary reversal of 
direction—which makes the life of the 
speculator interesting, to say the least. 


“It is our belief that the pos- 
sibility, if not probability of more 
favorable buying levels ahead is 
worth waiting for.” 


As to the rails, partial relief may or 
may not be granted in the near future 
by the Interstate Commerce Commis 
sion in the form of higher rates on 
some classes of freight. Primarily, the 
roads need both greatly enlarged traffic 
and reduced costs, especially as regards 
wage rates— union imposed — which 





constitute almost as glaring an economic 





And so it is that after more than 
four weeks of quiet and persistent de- 
cline, following the abortive one-day recovery touched off 
by the Supreme Court's “gold clause” decision, a brisk 
rally has put in its appearance as this is written. Unfortu- 
nately, it is not accompanied by any guarantee of perma- 
nence. For that matter, neither is it accompanied by any 
external development of importance in the business scene 
or along the political front. 

Nevertheless, whatever its duration, none need quarrel 
with it, for it does offer a cheerful interlude in what 
previously had threatened to become a decidedly mono- 
tonous performance. Moreover, it has presented a very 
novel sight to speculative eyes—the sight of the much 
abused public utility shares, kicked around for two years, 
turning around vigorously and setting the pace in rally. 

One need not go beyond normal technical considerations 
to find justification for such change as has thus far occurred 
in the speculative pattern of recent weeks. For months 
both utilities and rails had been steadily pressed down by 
discouraged liquidation, no doubt accumulating a thin- 
waisted short position on the downward journey. For a 
week prior to sudden rally both groups had shown evidence 
of increasing resistance clear enough to suggest to shorts 
that the game probably had been temporarily overplayed. 

So far as the real significance of this current perform- 
ance is concerned, it need hardly be said that Franklin D. 
Roosevelt, so far as the writer knows, has not had a sudden 
change of mind and become friendly to the public utilities. 
Neither have the general run of our other office holders, 
national and local, who apparently continue to hold the 
view that utilities exist primarily to be taxed and badgered. 

It may be that the pending drastic Wheeler-Rayburn 
bill, aimed at the utility industry and especially at the 
holding companies, will lose some of its sharpest teeth by 
amendment or re-writing; and this would be helpful no 
doubt to business sentiment, which recently has been 
further depressed by the Administration’s ruthless utility 
campaign. Nevertheless, regardless of what happens to 
this particular legislation, one would have to believe in 
fairies to assume that the political difficulties of the utilities 
have come to an end. 
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disparity as do present construction 
wages. It being most unlikely that costs will be materially 
lowered or that coming months will produce a satisfactory 
gain in traffic, one can only conclude that the fundamentally 
deflationary aspects of the railroad outlook have not been 
changed. . 

It remains true that the majority of industrial stocks 
continue to give a far better performance than rails and 
utilities, but this is to damn them with faint praise, indeed. 
The fact is that even in this relatively favored section of 
the list, group after group has proven a disappointment to 
speculative followers as corporate profits in case after case 
have failed to come up to earlier expectations, usually due 
to higher costs. Recently we have seen such former favor- 
ites of the dividend paying class as the sugar refiners and 
the cigarette stocks join the ranks of the weak sisters. 
Before that the steels and the motors had persistently 
declined in the face of the automobile industry's highest 
activity in several years and a rate of steel operations high 
enough to spell profits for the majority of companies at 
least over the first quarter. 

Still earlier, the merchandizing stocks had refused to 
get interested in glowing sales reports, the farm equipments 
had been overplayed and the building material stocks had 
been subjected to a dose of cold reason instead of wishful 
propaganda as to the construction outlook. 

Indeed, it is difficult at the present moment to detect 
any major market group which reflects marked enthusiasm 
regarding the near-term outlook, not excepting the peren- 
nially favored chemicals. The exceptions to this generality 
make up an apparently dwindling list confined mainly to 
dividend-paying specialties. 

In this connection it is worth noting that under present 
market conditions the variations in the familiar industrial 
“average” most closely watched by the majority of traders 
have lost their former technical significance. If one accepts 
this compilation, or any “average” made up of a limited 
number of industrial issues, as indicative of the prevailing 
general price level, a decidedly distorted picture will be 
had. If we appraise the existing position by it, for 
example, it would appear that the industrial group is some 
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16 per cent above the bottom level of 1934, reached in 
July. Actually, persistent strength in half a dozen divi- 
dend paying issues, numerically constituting only 20 per, 
cent of this “average,” accounts for the present price level.’ 

Much more realistic, the broad average of stock prices 
compiled bi-weekly by THE MAGAZINE OF WALL STREET 
was, at its recent low, as low as at any time during the 
past two years. Including rails and utilities, a composite 
of all listed issues, as of the recent low, would, of course, 
show a level considerably under the lowest of 1934. 

In short, it can only be said that we have the paradox 
for the time being of disheartening deflation in stock prices 
in the face of continuing governmental policies pointing 
almost inevitably to ultimate inflation. Yet in broader 
perspective this is not surprising, for temporary periods 
of renewed deflationary adjustment are characteristic cf 
the early phases of budgetary inflation. It is still less 
surprising when we bear in mind that the effects of the 
Administration’s inflationary policy tend for the present to 
be offset by a variety of conflicting policies essentially 
deflationary. 

The deflationary effects of arbitrarily raised wages, ma- 
terial costs and taxes have come home to roost in the form 
of lowered profit margins for a great many companies, 
in many cases more than offsetting increased volume of 
business. The general expectation of business that the 
price control features of N R A will either disappear or 
be weakened, whatever form this agency takes in future, is 
deflationary. The present uncertainty as to N R A revi- 
sion, and especially as regards its labor section, is like- 
wise deflationary. That the Government's utility program 
is deflationary goes without saying. 

All of this boils down to saying that the present con- 
sensus of informed business opinion 


British monetary policy during the next few months will 
probably play a decisive role. If there is further deprecia- 
tion of the pound, it is difficult to see how it could fail 
to force the remaining gold standard countries of Europe 
off gold, a development which probably would be inter- 
preted by our markets as at least temporarily deflationary. 
If there is further important depreciation of the pound, 
moreover, it will press upon our basic commodities pre- 
cisely as British depreciation did in 1932. Under those 
circumstances, the question would inevitably rise as to how 
much longer the Administration would be satisfied to leave 
the dollar pegged to its present gold price. 

In all of the above we have concerned ourselves with 
near term influences. We are of the opinion that these 
influences are such as to justify this publication in further 
deferring new recommendations for intermediate trading 
purposes. It is our belief that the possibility, if not prob- 
ability, of more favorable buying levels ahead is worth 
waiting for. 

As to the wholly different matter of investment policy, 
the obvious generality still stands that there is no logical 
alternative to holding substantial commitments in sound 
equities, regardless of periods of temporary deflation, while 
the underlying drift of this country—and, for that matter, 
of the world—is toward further depreciation of monetary 
standards and an eventual inflation that certainly can not 
fail to make itself felt decisively in all prices. 

On the other hand, the time element as regards infla- 
tion, certainly may be given prudent consideration even in 
investment policy. In the weeks just ahead we see no 
reason to be much afraid of cash. Hence, some liquidity 
probably will prove desirable. If new purchases of stocks 
of investment caliber can not be made to greater price 
advantage at a later time, they in 





seems to be that, regardless of the 
longer inevitability of inflation, we 
are likely to undergo at least one 
more deflationary phase before in- 
flation sets in. Indeed, it is perti- 
nent to note that one of the coun- 
try’s best known and most success- 
ful business leaders has publicly ven- 
tured this forecast. 

Nor are the immediate deflation- 
ary influences of domestic character 
alone. For perspective, look back 
a moment to late 1931 when Great 
Britain, dominant buyer of world 
commodities, abandoned the gold 
standard. Her depreciating cur- ; 
rency exercised a relentless defla- 
tionary force on our commodity 
price structure, and, indeed, upon 
the price structures of all gold stand- 
ard nations. We escaped that pres- 
sure only when we depreciated the 
dollar. In recent weeks Britain 
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all probability can at least be made 
with a clearer view of the 1935 
economic and political horizon. 

Meanwhile, especially if the pres- 
ent rallying tendency makes further 
progress, we think it would be the 
part of prudence to examine and 
reappraise present investment hold- 
ings of equities, with an eye to 
current individual earnings trends 
and the possibility of determining 
worth while switching operations. 

As was the case last year, one 
can only conclude that the stock 
market probably is a couple of 
: months ahead of the business trend. . 
7 For this reason, the current trade 

“ar and industrial reports can hardly be 

=~ expected to offer much in the way 

of either speculative or investment 
support, even though they are rela- 
tively favorable, chiefly due to the 
maintenance of active automobile 
production. 





again let the pound slide. The 
pinch immediately was felt in the 
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Meanwhile the most effective sup- 





Continental gold bloc, the first effect 
being to force Belgium into an exchange control policy that 
amounts virtually to abandonment of the gold standard. 
Over this recent period the trend of basic commodity 
prices in this country has been persistently downward. 
It is true that domestic problems and uncertainties no 
doubt are in part responsible, but it is scarcely possible to 
deny that further depreciation in the pound sterling has 
been a very important adverse factor, if not, as many 
observers believe, the chief factor. 
It is not too much to say that in world economy the 
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porting factor, as regards income 
producing securities, continues to be the glut of idle capi- 
tal, the scarcity of new securities of high quality and the 
urgent search of surplus funds for yield. This influence 
will continue to provide strong support for the minority 
of reasonably priced dividend-paying equities, but, of 
course, is meaningless to the much larger number of specu- 
lative issues, many of which have recently seen the lowest 
quotations since 1933. Only new and constructive develop- 
ments in business or in the political scene or in both can 
reverse the trend of such stocks. 
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Zigzagging from Right to Left Is Over. The President 
Must Take the Trail to the Right or Be Lost 


Political Crisis Approaches 


What Will It Mean to Business? 


By Joun C. 


HE Roosevelt Administration has been almost from 
the start a violent see-saw between recovery and 
reform. Its history is one of business ups and downs, 

closely related to the swings of presidential policy from re- 
covery to reform and back again. It has come to be a skepti- 
cal aphorism that whenever any thing is done to promote 
recovery, there will come next day a blighting blow at the 
hopes that were raised. This internal counter-pulling has 
brought the President, at the end of half his term, to a 
political turning point and business to a state of bewilder- 
ment if not despair. 

This is not to say that there has not been progress, nor 
is it to say that no part of the registered recovery is due to 
the efforts of the Administration to help business. It would 
be foolish and futile to deny that the President has done 
almost innumerable things aimed at assisting business re- 
covery. Some of them may have been ill-advised but the 
motive of his acts has been at least as much that of recovery 
as that of reform. It would be just to say, however, that 
scarcely a thing he has done for recovery has not been handi- 
capped by something he has done for us in the name of 
reform. 


Backing and Filling 


If we concede that suspending the gold standard was 
good for American business, we find that it was shortly fol- 
lowed by acquiescence in disturbing monetary measures— 
some of them astonishingly unsound, experimental, and 
prompted by legislative horse trading. 

Assuming that N R A was at least of great inspirational 
and stimulative value, we find that it was hobbled from the 
start by the fallacious economic reform view that recovery 
could be promoted by raising the costs of production and 
simultaneously limiting the volume of production. 

Conceding that the A A A idea was intelligently aimed at 
improving the business of agriculture, it was tied up to the 
spurious reform idea of regimenting and limiting the pro- 
duction of wealth—which in practice has brought unem- 
ployment, decline of exports and frustration of foreign trade 
revival. 

Granting that the expenditure of vast sums for the relief 
of the unemployed was right and inevitable, socially sound; 
and of incidental, passing, assistance to business, the reform 
idea was pushed to such a point that idleness was encour- 
aged and self-help destroyed, even to the grotesque extreme 
of extending relief to persons who had deliberately deprived 
themselves of employment. 

Admitting that it is good public policy for the govern- 
ment to put out money in public works at a time when 
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CRESSWILL 


private pocketbooks are closed, brainstorm reform ideas 
came in with the principle of boom-time pay and coddling of 
autocratic labor unions, intent on high pay for a few—even 
at the cost of joblessness for the masses. 

Also we soon encountered the use of public funds to 
usurp that of investment funds, and finally, in such project 
as T VA, the use of public authority and public funds to 
deprive private capital not of only new opportunity but of 
going functions. 


For Every Pat a Slap 


With one hand the Government lavishly financed weak 
and struggling businesses, rescued the railroads, restored the 
banks,—and with the other slapped business leaders and in- 
dustrial institutions as public enemies. 

Constantly urging and vocally as well as silently encour- 
aging business to get to work, it undertook in a punitive 
spirit, reform of corporations and exchanges and began a 
persecution of the public utilities that held back billions of 
investment, ruined countless investors and spread a pall of 
fear over the whole country. 

Starting grandly to attack the problem of dying interna- 
tional trade, it suddenly went into reverse and blew up its 
own economic conference at London for the sake of pursu- 
ing the psuedo-reform ideas of a managed currency, a com- 
modity dollar, lifting commodity prices by decreed prices 
for gold and finally by statutory deflation of the dollar. 

Pursuing rigid economy to the point of ruin in regular 
governmental functions, for the glory of a balanced budget, 
it presently began to spend money like a drunken sailor in 
pursuit of the will o’ the wisp of distributing wealth and 
the actual attainment of such an unbalanced budget as the 
world had never seen in time of peace. 


Too Much Reform 


This alternation of immediate objectives, this neutraliza- 
tion of recovery with reform has gone on until now at 
mid-term the President finds himself divested of some of his 
personal popularity and shorn of much of his moral author- 
ity with the public as well as his own party. To retarded 
recovery which has come as the result of the engine cylin- 
ders of recovery and reform laboring against each other, 
there is now added a baffling political situation. Too much 
reform in a hurry has made business spiritless even though 
it is convalescent, and real concern for business has alien- 
ated the reformers. In the field of recovery the army of 
recovery is in mutiny, and in the field of politics the rabid 
reformers have seized the flag of reform and discontent. 
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The President’s innate concern for the underprivileged 
and his sincere efforts to help them have started something 
like a revolution in public opinion. Instead of real reform 
we are now threatened with wildly destructive legislation, 
such as $200 a month pensions for persons over 60, “every 
man a king” with $5,000, redistribution of capital, limita- 
tions of earnings, great strides toward state socialism, fiat 
money for farm loans and the many varieties of economic 
heterodoxy that are forever incubating in the minds of the 
unfortunate, the foolish, the weak and the vicious. 

The President's Utopian confidence that all human in- 
equality is the product of the material environment and that 
social injustice and wrong can be cured by an act of Con- 
gress if not by an edict of the White House has sown a field 
of dragon’s teeth. More men are talking political and eco- 
nomic nonsense today than for seventy years, and more men 
are brooding on thoughts of violence against the organized 
community than ever before. Seeking an approach to social 
improvement, the President has given it a demagogic reform 
label that invites social dissolution. 


The Trail of the Zig-zag 


This habit and policy of helping business one day and 
kicking it in the face the next is what is described as a 
middle-of-the-road policy, meaning by that that this Ad- 
ministration is simply seeking to be fair to the haves and the 
not-haves. Actually, it is a criss-cross road performance, 
which leaves behind it a zig-zag track recording alternating 
approaches to wreck on either side of the road, with not a 
few traces of the oblique advances becoming transverse shifts 
and even violent backups. 

Business men, striving to hang onto the trailer of the 
motor that cavorts and shies from right to left have natur- 
ally become chronically despondent and cynically bitter, 
even when blanket governmental policies are manifestly 
helping them. The President gets manifold denunciation 
for his mistakes and scant recognition for his soundness. 





The net result for Mr. Roosevelt at the bar of public 
business opinion is that he has lost about all the prestige and 
admiration he gained in the first weeks of his administration. 
The writer meets many business men of both political par- 
ties, but it has been long since he has met one who still 
has faith in the President, although some still have hope. 
On the contrary, the general opinion among them is that 
he has little understanding of economics or finance, that he 
has an almost superstitious interest in economic nostrums 
and that social problems in general are, in his mind, in the 
category of things that should be dealt with by the heart 
rather than by the brain. All give him credit for good 
intentions but few any longer give him credit for good 
execution, and in the general run of disfavor he gets but 
slight recognition of his recent bold defiance of the insolent 
leaders of the American Federation of Labor and his final 
victory over them in the battle royal that has raged around 
the wage provisions of the stupendous relief-recovery bill. 


Radicals and Cranks Desert 


On the other hand, the so-called social liberals, who are 
for the most part merely cranks or “queer,” and are at heart 
social enemies rather than true liberals have turned against 
the President almost en masse. And with good reason. The 
very cocky red or smart who was formerly reckoned an 
ornament of the New Deal personnel in Washington is 
now in such disfavor that one may search in vain in the 
Washington offices for any outward signs of a real revolu- 
tionary. 

The simultaneous desertion of the President by the con- 
servatives and radicals in the economic and social fields is 
now being paralleled by a similar desertion in the field of 
practical politics. The oscillations from side to side of the 
road have made precarious the foothold of politicians on the 
Administration chariot. Hardly more political than busi- 
ness riders have been able to hang on to the darting vehicle. 

It might humiliate the President but the experience would 
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be constructively enlightening if he could project himself 
unseen into the lobbies and offices of Congress and hear 
whac his political friends are saying about him. He would 
find that he is virtually without unqualified indorsement in 
any*group. Even a ten-weeks’ desert in his legislative pro- 
gram does not seem yet to have taught the President that he 
is now on treacherous ground. No man can be so de- 
ceived as to facts affecting himself as the chief executive of 
a great nation. But “The Governor” can not be much 
longer insulated by yesemen from the coldness that sur- 
rounds him. 

Somebody will soon succeed in breaking. through the 
policing of facts and convincingly tell the President the 
brutal facts, which are: 

(1) Recovery, struggling toward inevitable victory, is 
blocked by the distrust which the Administration intermit- 
tently if not continuously inspires. A serious recession and 
deflation of business may result before the forward move- 
ment again takes up. 

(2) In politics, the Administration is losing the whole- 
hearted support of everybody—radicals, conservatives and 
liberals. 

(3) Between business unrest and apprehension on the 
one hand and political disintegration on the other hand, the 
Administration is in dire danger of coming into the fateful 
year of 1936 with the Chaco of prosperity still unwon, 
dreams of well-being still unrealized. So widespread may be 
disappointment and disillusionment that even the Farley 
organization with all its pork will not be able to save the 
certain-to-be-renominated President from defeat in a double 
assault by radicals and conservatives, undefended by the 
millions of true liberals who carried him to victory in 1932. 


Way Back to Popularity and Success 


7 The only way for the President to follow back to personal 
sway over the nation is that of indisputably substantial busi- 
ness recovery. If there is no 
impressive recovery by the 
summer of 1936, there will 
be no Roosevelt in the White 
House in 1937. The depres- 
sion destroyed Hoover, and it 
will dispose of Roosevelt un- 
less it is eradicated. 

The political elements 
which contributed greatly to 
the Roosevelt victory in 1934 
are now rallying rapidly in 
vast numbers under the ban- 
ners of such demagogic mal- 
contents as Huey Long and 
such economic quacks as 
Father Coughlin. Their 
numbers will go up or down 
with the thermometer of 
business. Anything goes with 
the masses in the midst of 
personal misery. It is cer- 
tain that the President with- 
out prosperity on his side can 
not draw a single vote from 
the loyal band which stood by 
Hoover in 1934. Those 
staunch conservatives and 
liberals will stand in solid 
phalanx against him if three 
years of profligate spending 
have neither ended the bur- 
den of relief nor brought 
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Water Rises Behind Boulder Dam 


back the normal production of wealth. With all the 
crack-pots, morons, and down-trodden and unfortunates 
lined up in new parties led by the Longs and the 
La Follettes; with all the mossbacks, conservative and 
true liberals mobilized under the Republican flag, and noth- 
ing but the hereditary and professional Democrats left for 
Roosevelt it will require no chart of probabilities to pick 
the loser in 1936. 


Recovery Over All 


It is within the President’s power to hasten the return of 
prosperity and win the reforms he stands for. The method 
is that of concentrating on recovery now and postponing 
the legislation which is certainly terrifying business. To re- 
make America he needs the support of the men and women 
who have made it. The intellectual riff-raff who would un- 
make the American nation into some sort of a poor imitation 
of the political monstrosities which have arisen in Europe 
can neither think out nor pay for solid reforms. 

The business and political situation is now such that the 
President will certainly lose all his reputation as a consum- 
mate politician if he does not soon take a stand for recovery 
at any temporary cost of reform. It might be otherwise if 
he were a social revolutionary intent upon overthrowing 
American institutions, but the fact is that he is essentially a 
conservative with a laudable desire to make this a better 
world for the average man, and he is more interested in the 
living average man than the one of 1960. Unlike Stalin 
and his servitors, Roosevelt would not sacrifice a whole 
generation for the benefit of the following ones. 

I believe that Roosevelt is swinging to the right, and 
that he will continue to do so. I think that such outbursts 
of choler as in the case of his utilities invective are 
prompted as much by political tactics as by indignation 
caused by the discovery of a huge volume of opposed pub- 
lic opinion. He must throw some meat to the wolves he 

has bred. I believe that the 

President is convinced that 
the $5,000,000,000 work-re- 
lief measure is going to be 
the final charge that will 
carry the forces of recovery 
over the parapets of the de- 
pression. 

I am convinced that after 
Congress has adjourned, and 
he no longer has to deal with 
vocal madmen in seats of 
power at the national focus 
—-free of access to nation- 
wide newspaper notoriety 
and radio intimacy with mil- 
lions—the President will say 
and do less and less to dis- 
courage recovery through 
private initiative. I look for 
him during the last two years 
of his term to endeavor to 
regain his lost prestige and 
strengthen his personal popu- 
larity by such legislative and 
administrative acts as will 
help him to hold all the 
gained ground of real reform 
and push forward on the 
business front into positions 
that have been unoccupied 
since the depression began, 
more than five years ago. °/ 
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Unscrambling the Holding 


Companies 


What Will Investors Get? 


By Francis C. FULLERTON 


ICTURE a small and frightened boy 
walking warily down the street. 
Snarling at his heels is a pack of 

large, noisy and ferocious looking dogs. 
These creatures are all of one breed, a very 
ancient breed; the species reforma politicus 
—Political Reform. 

Such is the picture of American business 
today, harrassed and badgered by “servants 
of the_people” wise chiefly in the art of 
vote-getting. And no portion of American 
business is more relentlessly badgered than 
the public utility industry, whose great mis- 
take has been to be successful. It is not 
alone. Close behind it on the current list 
of public enemies is Big Business—any kind 
of Big Business. 

There are those in Congress who favor 
whittling down Big Business; and a bill 
to this end—proposing a graduated and 
frankly punitive tax on the profits of large 
corporations—has actually been introduced 
by Senator Wheeler, an inflationist with 
strangely deflationary ideas. There is no 
indication, however, that this is an Administration mea- 
sure; and investors probably will save themselves an un- 
necessary rise in blood pressure by paying no attention to 
it, at least for the present. The silly bills introduced in 
Congress are legion. This appears to be just another one 
of them. In short, it is improbable that this particular 
dog's bark will eventuate into a bite. 


The Wheeler-Rayburn Bill 


Unfortunately, one can not be equally confident regard- 
ing the disposition of the mastiff that is threatening to 
spring at the utility industry's throat. The tag on the 
collar reads “Wheeler-Rayburn Bill”, but this animal be- 
longs to the Administration. Certainly, Mr. Roosevelt has 
let it be known that the general purpose of the bill is his 
own purpose. 

Therefore, unless by chance the measure is temporarily 
put aside in a probable last-minute Congressional jam, the 
odds seem to be that it will become law in some form at 
this session. Which means that the loud bark we are now 
hearing will very likely be followed by a bite. The ques- 
tion is: How much will it hurt? 

Much as the writer would like to answer this question, 
it obviously can have only partial and conjectural answer 
until the legislation in final form is adopted. Congress 
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is not the rubber stamp it was last year. It 
is examining and debating every Adminis- 
tration measure. Within the House Inter- 
state and Foreign Commerce Committee, 
which is holding hearings on the bill, differ- 
ences of opinion have arisen and a Demo- 
cratic member of the committee has pro- 
posed a substitute measure of considerably 
less deflationary character. 

The Wheeler-Rayburn bill has drawn 
upon Congressmen a veritable deluge of 
protests from thousands of investors, busi- 
ness men, chambers of commerce and 
others. Because of this, a hope can justi- 
fiably be entertained that the final draft of 
the measure, when and if enacted, will be 
a far different and less dangerous thing 
than in its original form. Such was the 
history of the legislation for regulation of 
the security markets. 

Meanwhile, the most far-reaching and 
dangerous proposals center in Title II of 
this 178-page bill, which would have the 
Federal Government regulate the transmis- 
sion and sale of natural gas and electricity in interstate 
commerce. As interpreted by utility experts, the powers 
sought are so broad that the Government could regulate 
in every vital respect the activities of corporations, both 
holding and operating, supplying fully 90 per cent of the 
country’s electric power. 

The present controversy, however, is centering on a more 
simple issue: namely, the elimination of utility holding 
companies which can not prove within five years that they 
are “necessary for the operation of a geographically and 
economically integrated public utility system serving an 
economic district extending into two or more contiguous 
states.” 


The Sheep and the Goats 


Clearly the purpose here is to make a distinction between 
holding companies which have engineering and economic 
reasons for existence and those which have not. In the 
first class, for example, one might cite American Gas & 
Electric, which directs an integrated system of operating 
units serving a homogenuous economic area in various 
states of the central industrial region. To avoid the in- 
vidious, let us forego naming any company of the other 
class beyond saying that in this class would be a holding 

(Please turn to page 697) 
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Happening in Washington 


By E. K. T. 


“Business activity continues on a 
higher level than a year ago” is about 
all an inquirer can get out of the Gov- 
ernment’s business sharps. Privately, 
they admit that the outlook for spring 
and summer is not indicative of any 
gain over a year ago, except in retail 
trade. The fundamentals of surging 
recovery are still frozen. 


Artificial aids to recovery are 
lagging. Snagging of the colossal work- 
relief bill in the Senate makes it im- 
probable that its provisions can swing 
into action before July or have much 
effect before September. 


Housing resuscitation is proving a disappointment. 
Mortgage associations for discounting residential building 
loans are not being formed. Banks are holding back until 
they can be sure of a liquefying outlet for their insured 
loans. F H A is doggedly trying to float associations, rather 
than pass the discount buck to R F C. 

Insurance companies are not co-operating to the de- 
gree expected. Charges are made of a reprisal strike of 
capital—money bags are not keen to open up to help an 
Administration which is forever slapping and scolding 
business. Building situation is little better than it was a 
year ago. 


Building revival, it is now feared, will not precede and 
help general recovery, and will not take hold until recovery 
is firmly established. Prospective builders share the general 
lack of confidence, now mainly due to inimical attitude of 
the Administration toward spontaneous business comeback. 


Recession of wholesale commodity prices outside of 
farm and food products, is perplexing the Administration. 
Apparently effect of the declining pound is not recognized. 
Result may be another effort to raise prices by monetary 
tinkering. Puzzle is to find some way to get enormous bank 
credit capacity into action. Excess bank reserves and gold 
stocks continue to rise—but they have no place to go. 


Foreign political situation is discouraging, but hope is 
expressed that now that Germany has about finished the 
Treaty of Versailles, peace will be insured by an armed con- 
cert of the powers, after the old-time practice. Outlook as 
this is written is that the United States will make no protest 
to Berlin. 


Anything may happen. Disarmament is now com- 
pletely sunk, and all Europe will begin to prepare for war. 
Preparations are expected to stimulate imports from this 
country, but actual war is regarded with dread forebodings. 

Because of self-containment policies, a fighting Europe 
would not need supplies from abroad as it did in 1914, 
and as American financing of exports will not be per- 
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mitted, Europe will have nothing 
with which to pay. No war boom; 
on the contrary, a war crash. 


General political conditions in 
Washington are negatively favorable to 
business in the long-time aspect, al- 
though likely to be deterrent until Con- 
gress folds up and goes home. Legisla- 
tive jam, cultivated by elements in 
Congress which are growing fearful 
of so much fundamental legislation, is 
likely to leave some of the Administra- 
tion measures high and dry when ad- 
journment comes. 


NRA _ for example: Hearings 
in Senate Finance Committee have a distinctly hostile atti- 
tude toward about all that business has found good in this 
once glorified institution. Something will probably be en- 
acted at the last minute, but only because the President 
wants it and because the Democrats hate to concede that 
this thing which was once the proudest boast of the Admin- 
istration is now widely detested, even by those who were 
once strongly devoted to it. Irony of the situation is that 
the only friends of the N R A seem to be big business men 
—and that doesn’t help much. 

President will exert his influence unobtrusively to 
keep all business under maximum hours, minimum wages 
and child labor prohibition. Codes will be voluntary— 
with exceptions. 


Utilities persecution mania of the Administration has 
become acute under provocation of conservative propa- 
ganda. President came near to a rage because of the 
spirited revolt of corporations and investors. It appears 
that propaganda is an appeal to public opinion in opposition 
to something government wants; other way around, it is 
education and information. Greatest propaganda, in latter 
sense, that the country has ever seen except during the war 
is now conducted by Government—probably overdone to 
the point of recoil. 


Organized propaganda against the bill for the extinc- 
tion of the holding companies, there certainly is. It has 
taken precisely the lines that such hallowed things as farm 
and labor opinion-registering efforts have taken, except that 
it has been smart enough to lay off form letters and tele- 
grams. Millions of people substantially interested have 
been urged to let Congress know how they feel. And 
they have. Moreover, after the external starter started in- 
vestors into action they have gone on with original and 
voluntary letters to their Congressmen which have been 
more impressive, considering both volume and quality, than 
any other wave of opinion-pressure on Congress. 

All the organization and planning behind this sudden 
articulateness of the hitherto dumb, I am assured, is of 
the highest and cleanest sort. Its only offense is that it 
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has dared expense for defense. Its guilt is that it has 
probably been effective to the extent of taking the gen- 
eral proscription provisions out of the utilities bill. 


Deflation has been revived by the utilities bill. Result 
is a repetition of the familiar collision of policies which has 
characterized this Administration. President still yearns 
for higher price levels and anxiously scans the horizon for 
some signs of fundamental reflation, stifl toys with the idea 
of further monetary stimulation; but nevertheless proceeds 
with a business refrigeration obsession which is curtailing 
assets and freezing optimism. 


Withdrawal of bond issues upon which national bank 
note circulation rests is only to a slight degree currency in- 
flation—to the extent which the bonds exceed the bank note 
circulation,—but it adds to the base of bank credit, and is 
actually an introduction of fiat money, being financed with 
the law-made “profit” on gold. The inflationists are cheered 
by this entering wedge of making money out of nothing, 
even though this money for the most part merely replaces 
existing money. 


Eccles’ reconstruction of the Federal Reserve is sure 
to pass in about the form he desires. The House Banking 
and Currency Committee has been deeply impressed by his 
long testimony at the hearings. This measure is one of the 
President’s “musts.” It will have a temporary deflationary 
effect on the banks. 





reduce chances of any important increase of taxation. Gov- 
ernment theory is that the time for heavy taxes is when busi- 
ness is prosperous—borrow in the meantime. 

It is unfortunate for the future that this is the policy 
for if governmental expenditures were financed more by 
taxation and less by borrowing, the public would rise in 
its wrath and call a halt. As it is taxes are high enough 
to cause some grumbling but not oppressive enough 
for universal protest. Hence we slip deeper and deeper 
into debt, with most people unconscious of the drift. 


Drought outlook, official, for 1935, is that it will be 
about 25 per cent as bad as in 1934. The lid is off spring 
wheat acreage curtailment. All-wheat increase previously 
allowed brings possible sowing of all wheat up to 65,000,- 
000 acres. If nature should go wet big surplus is possible; 
nowhere to put it. 


Cotton control will continue as planned. Flurry in 
cotton market will have no effect. Cotton predominance of 
the United States will be sacrificed to present cash for 
planters. Political situation makes is impossible to change 
policy. Nothing but an early revival of world prosperity 
can save the South from a black fate. 


Our whole economy is in a plight comparable to the 
cotton dilemma. Wage rates are kept up by unions and 
NRA, high costs of production keeps prices above pur- 

chasing power, jobs are con- 





Potent for inflation, in 





theory, there is nothing in 
the bill to compel or tempt 
banks to lend until they 
feel that way. Eccles ad- 
mits that business reflation 
must precede credit refla- 
tion. 


mess. 


Elements in the Admin- flation, first. 


istration which set more store 
upon the promotion of recov- 
ery than upon the pressing of 
reform legislation are begin- 
ning regretfully to admit pri- 
vately that the chances now 
favor a_ business setback 
psychologically induced, which 
will cause an additional im- 
petus toward forced inflation. 


of rope. 


tion now. 


What is the status of the 
President’s moral authority? 
It has not been enhanced by 
his victory for the work-relief- 
recovery bill. Political con- 
siderations made it imperative 
that Senate should yield; de- 
feat would have been a politi- 
cal disaster for the Democratic 
party as well as the President. 
Most of the Senators who 


principle. 


scoring big hit. 


the fall. 


Washington Sees— 
Business better than last year—at present. 
Inflation only way out of controlled economy’s 


But likelihood of several months’ of mild de- 


Dubious outlook for reciprocity with Canada. 
Housing revival in coma. 
Artificial impulsion of business vitality at end 


N RA embalmed for a year to avoid crema- 

Continued legislative jam. 

Ultimate adoption of Eccles’ plan for recasting 
of Federal Reserve. 

National bank note retirement inflationary in 


With amazement, utilities rescue propaganda 


Climactic catastrophe if war comes in Europe. 
Officially, recovery “around the corner”’—in 


A drought in 1935, 25 per cent as bad as in 1934. 


Inevitable ruin in cotton policy. 


———————— fined to those who have them, 
unemployment is not reduced, 
AAA boosts cost of living. 
Economic planning has led to 
a worse maladjustment than 
economic free-for-all. Mr. 
Wallace says nothing more can 
be done for the farmer than 
has been done. Latter’s hope 
now lies in lower prices for 
what he buys, and Wallace 
fears a buyers’ strike as things 
are. 


Artificial controls have 
kept natural readjustments 
from working. - Capital is 
on strike or fearful. 
Abroad we keep customers 
from buying by reason of 
artificial prices; at home 
we keep each other from 
buying, in the same way. 
Can’t reverse.. Only way 
out is a wrecking opera- 
tion—-inflation spree and 
sobering off. 


Loud shouts from Wash- 
ington that the jam in cor- 
porate financing has _ been 
broken are not _ justified; 
refinancing is after all unim- 








voted for it have no confidence 

in it as a real recovery measure. President has lost ground 
with both radicals and conservatives. White House wonders 
how he stands with the country and ponders the advisability 
of an appeal to the country by radio or by a sharp message 
to Congress demanding the enactment of his whole program. 
Fears a flop in either case. 


Gratifying gains in internal revenue collections tend to 
for MARCH 30, 1935 


portant. In a way it repre- 
sents deflation rather than business expansion. 


“Just around the corner” talk of recovery is reviving. 
Jumping over the summer, talk in hopeful circles is that 
next fall will see the final yielding of business apathy to 
the accumulating pressure of surplus bank reserves. The 
flood of work relief expenditures—five billions of it—is 
expected to hold the fort until then. 
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The Federal Reserve—1935 Model 


Major Changes in Banking System Proposed Which 


May Exert Profound Effect on Business and on Recovery 


By Marriner §. Eccies 


Governor of the Federal Reserve Board 


As Reported by THzopore M. KNnaAppeNn 


NE of the measures of prime im- 

portance which President Roose- 

velt has put up to Congress is a 
revision of the National Banking Law, 
dealing principally with changes in the 
Federal Reserve System, designed to 
make it more flexible and more respon- 
sive and more subject to direct control 
by the Federal Government. Governor 
Marriner S. Eccles, of the Federal Re- 
serve Board, is an ardent believer in the 
desirability of changes which will, among 
other things, make it possible to operate 
the Federal Reserve System effectively 
as a unit in banking and monetary ques- 
tions of national concern. 
_ A question which is commonly asked 
18: 
Why should the structure of the Fed- 
eral Reserve System be changed at this 
time? 

Answering this question, Governor 
Eccles said: 

“At present there is no immediate 
danger of excessive speculation; the 
immediate need is to modify our banking law so as to 
encourage the banking system to give a full measure of 
co-operation to efforts at economic recovery. It is even 
more important, from the long time point of view, so to 
modify our banking structure and administration as to have 
it become an influence toward the moderation of fluctua- 
tions in employment, trade and business. 


Acme Photo. 
Marriner S. Eccles 


A Check on Speculative Booms 


This would tend not only to avoid the particular evils 
that came to a head in 1928 and 1929, but so to regulate 
underlying conditions as to diminish the possibility of a 
speculative boom getting under way. For when specula- 
tion is once under way it is difficult to control, and the 
only means of preventing excesses is to combat conditions 
that are favorable to their inception and early develop- 
ment. In order to accomplish this it is necessary to im- 
prove our machinery of monetary control, which is the 
principal objective of Title II of the proposed bill. 

“More particularly, these objectives are to increase the 
ability of the banking system to promote stability of em- 
ployment and business, so far as this is possible within the 
scope of monetary action; as a necessary step in that 
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direction to concentrate the authority 
and responsibility for the formulation 
of national monetary policies in a body 
representing the nation; to modify the 
Federal Reserve System to the extent 
necessary for the accomplishment of 
these purposes, but without interferring 
with regional autonomy in matters of 
local concern; and finally to relieve the 
banks of the country of unnecessary 
restrictions that handicap them in the 
proper performance of their functions, 
and thus enable them to contribute more 
effectively to the acceleration of recov- 
ery. It is proposed: 

“1. To combine the offices of chair- 
man of the board of directors and gover- 
nor of the Federal Reserve banks, and 
to have the appointments to this com- 
bined office subject to approval by the 
Federal Reserve Board. 

“2. To modify the machinery for 
determining open market policies of the 
Federal Reserve System. 

“3. To transfer the determination 
of eligibility (of collateral) requirements from the statute 
to the Federal Reserve Board. 

“4. To liberalize provisions relating to real estate 
loans. 


Chairman and Governor One Office 


“It appears to have been the intention of the framers 
of the Federal Reserve Act that the chairman of the Board 
of Directors should be the principal executive officer of 
each bank. In practice, however, it has developed that the 
directors appoint an executive officer for whom they have 
adopted the title of Governor of the Federal Reserve Bank, 
a title not mentioned in the law, and that those governors 
have become the active heads of the Federal Reserve banks. 
The proposal is to recognize the existing situation by giv- 
ing the governor of a Reserve Bank a status in the law 
and to combine his office with that of chairman of the 
board of directors. It is, of course, essential that the 
holder of these combined offices be approved by the Federal 
Reserve Board. The Federal Reserve Board will merely 
have the power to approve or disapprove the appointment 
of the governor, who will also be chairman of the bank 
board. This proposal merely re-establishes the original 
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principle of the Federal Reserve Act that the Federal 
Reserve Board, which has the responsibility for national 
policies and for general supervision over the Reserve banks, 
shall be a party to the selection of the active heads of the 
twelve Reserve banks. 

“Open market operations are the most important single 
instrument of control over the volume of money and the 
level of interest rates in this country. When I say money 
in this connection I include, of course, deposit currency, 
because by far the largest part of money in use by the 
people of this country is in the form of bank deposits 
subject to check. When the Federal Reserve banks buy 
bills or securities in the open market, they increase the 
volume of the people’s money and lower its cost; and 
when they sell in the open market, they decrease the 
volume of money and increase its cost. 

“Authority over these operations must be vested in a 
body representing the national interest. The existing law 
requires the participation 


Reserve banks. In time of emergency it has been neces- 
sary to remove existing restrictions and to give discretion 
to the Federal Reserve authorities, as was done under the 
now-expired authority of the Glass-Steagall act of 1932. 
It is proposed to place emphasis on soundness rather than 
on the technical form of the paper presented. 

“In a period of timidity the banks naturally tend to 
refrain from making loans, except on paper eligible for 
discount at Federal Reserve Banks. This is even now a 
factor causing liquidation in many communities and pre- 
venting adequate expansion of credit in others. 

“A bank that conducts its business on the theory of 
having only such assets as can be disposed of at will in 
times of crisis, when the national income has been cut in 
two, can not serve its community adequately. The banks 
should be in a position to meet the needs of their com- 
munities for all kinds of accommodation, both short and 
long term, so long as the credits are sound, and they ought 
; to have the assurance that 
= all sound assets can be lique- 








of twelve bank governors, 
eight members of the Fed- 
eral Reserve Board and 108 
bank directors scattered all 
over the country before a 
national policy can be put 


An Example of Mr. Eccles’ Financial 
Philosophy 


fied at the Federal Reserve 
bank in case of emergency.’ 

Regarding real estate 
loans, Governor Eccles, 
said: 


into operation. The pro- 
posal in the bill is to set 
up an open market opera- 
tors’ committee of five, 
three of whom shall be 
members of the Federal Re- 
serve Board; and two, gov- 
ernors of Federal Reserve 
banks. But as a minority 
of the Board could then 
adopt a policy that would 
be opposed to one favored 
by the majority, it would 
appear upon further study 
that the best way in which 
to handle this proposal 
would be to place the re- 
sponsibility for open mar- 
ket operations in the Fed- 
eral Reserve board as a 
whole and to provide for 
a committee of five gover- 
nors of Federal Reserve 
banks to advise with the 
Board in this matter.” 

Regarding the much criti- 
cized proposal of the bill 
to make long-term assets 
eligible for borrowing at 
Federal Reserve banks, Mr. 
Eccles said, in part: 

“It is proposed to give 
the Federal Reserve Board 
authority by regulation to 


“1 do not think the financial troubles of the present 
are due to the war. We had replaced every physical 
loss, and even the loss of man-power as the result 
of the war, by a very great amount from the end of 
the war up to 1929. We did not impoverish our- 
selves at all. There was no occasion for a huge war 
debt. If the resources of the nation had been mobil- 
ized in the interests of the nation for war purposes, 
we would not have needed any inflation, we would 
not have needed the credit that was extended. We 
are just as able now to meet the problems of the 
depression as we would be to meet the problems of 
war. The question of money would not be the 
measure of our ability to fight a war in this economy 
of abundance; neither is our ability to fisht the de- 
pression in this economy of abundance a problem of 
money. It is a question of distribution. The depres- 
sion was not brought about through a shortage in the 
volume of money. We had such an inequitable dis- 
tribution of wealth as currently produced that our 
capital production facilities were all out of balance 
with the buying power of the people. Our problem 
is one of distribution of wealth—not of the existing 
wealth—but the distribution of wealth as it is cur- 
rently produced. The most effective way to solve it 
is through the income tax system.” 











“This proposal does not 
introduce a new character 
of loan; it merely relaxes 
existing limitations on real 
estate loans, which national 
banks have made for twenty 
years. Coupled with the 
provisions in regard to eligi- 
bility, this proposal ought 
to result in greater willing- 
ness of member banks tc 
lend on real estate and, 
therefore, to an improve- 
ment in the mortgage mar- 
ket and a stimulation of 
construction, which is essen- 
tial to business recovery. 
Member banks hold about 
$10,000,000,000 of the peo- 
ple’s savings, and it is pro- 
per and necessary that they 
invest a part of their funds 
in long-time undertakings.” 

Discussing the social and 
economic philosophy of the 
proposed changes in the 
Federal Reserve System, 
Governor Eccles said: 

“The first fundamental 
premise underlying the bil! 
is that business stability is 
a desirable objective. The 
second fundamental premise 
is that business stability can 





determine the character of paper that may be eligible as a 
basis of borrowing at the Federal Reserve banks. This is 
particularly important at this time because it would encour- 
age member banks to pay less attention to the form and ma- 
turity of paper that is offered by would-be borrowers and to 
concentrate their attention on the soundness of such paper. 

“At present many banks are unwilling to extend loans 
to borrowers who have assets that are unquestionably 
sound. The reason for this unwillingness is that the banks 
lack the assurance that in case of withdrawal of deposits 
they would be able to liquefy these assets at the Federal 
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not be achieved without real thought, real effort and real 
courage. To establish this point it is not necessary t 
accept and defend any one single explanation of the busi- 
ness cycle. It is merely necessary to call to mind that in 
the heyday of laissez faire, before any attempts at conscious 
control were undertaken, business fluctuations on a disas- 
trous scale occurred with distressing regularity. If we had 
a perfectly flexible cost and price structure—which would 
have to include, I may remind you, an equally flexible 
wage and interest structure—our economy could probably 
(Please turn to page 696) 
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International Currency War 


Ahead? 


Effect of Foreign Currencies on Our Domestic Price Level 


May Force Us to Drastic and Unfortunate Measures 


By Henry RicHMmonp, Jr. 


SK Tom Smith what are the influences that fix the 
price of his new shoes at six dollars, ask Mrs. Brown 
why she pays a dollar for a twenty-five-pound bag 

of flour, ask James Williams, small manufacturer, what is 
the cause of the unconscionable fluctuations in the price of 
his raw materials. Undoubtedly, there would be a strange 
variety of answers, some valid, others obviously not. It is 
extremely improbable, however, that any of them would 
mention the pound sterling as having anything to do with 
the level at which they make their -purchases. Yet, the 
pound is an influence, and a potent one. 

Ridiculous, you say, what has the pound to do with a 
Chicago housewife, or the majority of other housewives for 
that matter? Well, without contending that the pound dic- 
tates all our prices, or that it is the only influence upon 
price, the fact remains that we are faced with a situation 
where a foreign currency can, and does, exercise a power- 
ful force over our general price level. It is high time we 
realized this and made a decision as to whether we want 
it, and what steps, if any, can be taken if we don’t. 


Decline by Intent? 


There are some who believe that the pound exercises its 
power with Machiavelian intent through Britain’s huge 
Equalization Fund. They believe that Britain is bent 
upon deflating world commodity prices in order that she 
may more easily clothe and feed her industrial population 
and in support of this theory they point to the fact that 
the Equalization Fund seems more frequently to have inter- 
fered with the upward movements in sterling exchange 
than in the downward movements. However, some doubt 
can be cast on the “evil intent” theory; actually the worst 
of which Britain can be accused logically is carrying out a 
domestic policy without regard to its repercussions abroad 
—just as we did things to silver without thinking or caring 
of the devastating repercussions that they might have upon 
China. 

Though it stood by itself, the pound would exercise a 
powerful influence upon the economy of other countries, 
but its potency has been immeasurably enhanced by the 
formation of the “sterling bloc’. This is a group of 
powers, including the Scandinavian countries, Australia 
and New Zealand, South Africa and to a lesser extent Japan 
and a large part of South America, all of whom link 
their money not to gold but to sterling. So far as trade 
within this area is concerned, it does not matter a bit what 


668 


the price of gold is, or what should be the depreciation of 
the various currencies in terms of gold; so long as they 
keep their link with sterling, it means “business as usual.” 

But look how different the matter becomes as soon as 
one steps out of this area to do one’s trading. The European 
“gold bloc’ composed of France, Switzerland, Holland, 
and still at this writing, Belgium; together with the United 
States as well as Canada, whose money is more linked to 
the American dollar than to sterling, all have currencies 
based on gold. Now, remember that the sterling bloc 
contains a tremendous area, with a vast population en- 
gaged in every pursuit known to man—and all these peopie 
think, live and do business in terms of pounds, shillings 
and pence. When they buy, they buy in sterling, whether 
from one of themselves, or from a country outside their 
group. In other words, if the gold bloc or ourselves wish 
to sell anything to the sterling bloc, the business is really 
done in terms of the British pound, regardless of what 
particular currency happens to be named actually in the 
contract. 

However, neither the United States, France or Belgium 
have any use for the pound as such. They want dollars, 
francs and belgas and it is quite obvious that the number 
of dollars, francs and belgas that they eventually obtain for 
their goods depends upon sterling exchange for their par 
ticular currencies. If sterling declines they obtain less for 
their exports; if it rises they obtain more. 


Importance of Foreign Trade 


To the United States, there can be no doubt of the im- 
portance of foreign trade and the price level at which this 
trade is carried on influences the whole domestic price 
structure. It can be readily seen that when the export 
price in dollars falls, it is not long before the internal price 
succumbs. Such a price decline influences some lines 
quickly (those commodities with world markets), others 
less so, but in time it will permeate the whole of our 
economy in varying degree. As has been seen, however, 
the currency in’ which our foreign trade very largely is 
carried on, is sterling. Hence, our original point in con- 
nection with the influence of sterling exchange upon the 
domestic price structure. 

There is available all kinds of evidence to back up this 
point. The abandonment of gold on the part of England 
in the fall of 1931 was followed by a wave of deflation 
in world commodity prices. More recently, as the pound 
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has fallen, the deflationary pressure in the gold bloc 
countries has become more and more acute. As we write, 
Belgium is on the verge of foresaking the historic standard; 
the Cabinet has resigned and there has been put into force 
an exchange control with a view to checking the flight of 
capital. While Belgium is still technically in a position 
to stay on gold, perhaps indefinitely, the deflationary pres- 
sure within the country has grown so oppressive that senti- 
ment for devaluation is growing by leaps and bounds and 
seems almost certain to prevail shortly. 

Whether Belgium’s abandonment of gold would be the 
forerunner of others among the gold bloc, no one can 
know for certain, but there is no doubt that it would mean 
just that much more deflationary pressure on the countries 
that do stand firm. And incidentally, it would mean just 
that much more deflationary pressure on our price structure 
right here in the United States. The recent sharp breaks 
in cotton, grains, rubber, tin and sundry minor commodities, 
while aggravated in most instances by other factors, were 
certainly not retarded in any way by a declining sterling 
exchange. 


Sterling’s Future 


What is to be the future course of sterling in relation 
to the gold currencies, including the American dollar? If 
downward, it means that we shall have still harder work 
gaining those higher prices which is one of the stated 
objectives of the present Administration; indeed, it may 
be actually impossible for us. So far as the British Govern- 
ment is concerned, their attitude has been stated many 
times: it is to feel no concern whatever about the gold 
value of sterling, so long as sterling commodity prices 
remain reasonably stable. In other words, Britain is 
satisfied to bend her efforts towards regulating internal 
prices without regard for the external price of the pound 
in its relation to other currencies. If world commodity 
prices in terms of gold go down, this means that she will 
make no effort to prevent the pound declining in terms 
of gold. 

At this point, there are some who will say: “She will 
do more than prevent the 


any in. Secretary Hull’s radio address of the other night 
was a plain exposition of the situation. 

This being so, it would be perfectly futile for the British 
Fund to attempt to stay such a trend and hold prices up. 
They would go down anyway and with the pound held at 
an unnaturally high level in relation to weaker currencies, 
it would mean that England’s hard-hit export trade on 
which she really depends for her existence would be still 
further demoralized; it would mean that her shipping 
would be unable to compete with the shipping of nations 
whose currencies had slipped; and it would also mean that 
the decline in world prices would make it still more difficult 
for other countries to service her investments abroad. 


Fund Follows—Does Not Lead 


In other words, the Exchange Equalization Fund is work- 
ing along the line of least resistance, easing the drop by 
ironing out bumps. It is the only line that could possibly 
be taken, if eventual disaster is to be avoided. If any par- 
ticular bump was too severe, it might well undermine the 
confidence of the English themselves, to say nothing of the 
people of the sterling bloc, for it is only because of this 
“domestic” confidence in sterling that England and her 
satellites are doing as well as they are. 

Nevertheless, though England happens to be doing the 
only logical thing for herself, it does not by any means 
follow that it is the right thing for us. As a matter cf 
fact, a declining rate of sterling exchange is most harmful, 
as has been seen. But what are we going to do about it? 
Here again we shall have to digress for a moment and 
consider some of the schemes that have been advanced. 

Those, unlike ourselves, who consider the Equalization 
Fund to be the heart and soul of the matter advocate that 
we embargo gold. This, they say, would force the gold 
bloc to do the same and the Fund would be left with no 
gold currency against which to operate. While an Amer- 
ican embargo on gold exports might well have the expected 
effect on the gold bloc, in which case there would be no 
gold currency against which the British Fund could operate 
and, while it is admitted that the Fund has always operated 

against a gold currency up 
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inally started. 

Yet, while this is a plausible theory and may well be 
true so far as it goes, it can hardly be the whole story. It 
is inconceivable that the British Equalization Fund, large 
as it is, could force world commodity prices down and 
hold them there, if the fundamental trend were the other 
way. Is it not the excessive nationalism of the whole world, 
with its tariffs, quotas, embargoes and whatnot, which 
continues to so stifle world trade that the natural trend 
of world commodity prices is downward and will con- 
tinue downward until such time as world psychology 
change? Remember, the world is still “export crazy”, 


everyone bent upon shipping stuff out, without taking 
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probably would be to start 
the so-called currency war with a vengeance, which in the 
long run would do us no good and never obtain the ob 
jective desired. However, in view of the current agitation 
for further devaluation, if only to the extent of the re- 
maining nine cents permitted to the President by existing 
law, there is a possibility of something along these lines 
being tried. 

On the other hand, could we strengthen the pound by the 
use of our Stabilization Fund? Temporarily yes, but per- 
manently never under present conditions. Let us recog- 
nize once and for all that this country is a great credi- 

(Please turn to page 697) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Europe Rearms 


France accepted with expected satis- 
faction the temporary breakdown of 
Anglo-German negotiations and wel- 
comed the decision taken by the British 
Parliament to augment the British 
forces of defense. Collective security 
through the auspices of the League has 
perhaps not received a more telling 
blow than by the White Paper (formal 
announcement that Britain meant to 
strengthen her defenses) and the ad- 
mission that British security cannot 
depend upon unilateral disarmament. 

In Berlin, the so-called “Hitler 
sneeze” was an eloquent manifestation 
of Germany’s attitude to play for time during her period 
of rearmament before diplomatic negotiations will force 
her signature to the Air Pact, and future re-entrance into 
the League family. Germany, because of recent develop- 
ments in the diplomatic world, feels that time is working 
in her interests. As long as Hitler is able to keep his 
respective opponents quiescent by the vague promise of a 
willingness to negotiate, so much the better for German 
nationalism. Subsequently, negotiations with Sir John will 
be expedient. Germany, with the Reichswehr behind the 
Nazi propaganda front, has developed into a homogeneous 
and united nation. At the same time recent diplomatic 
developments, not only in England but in the Balkans, 
revealed weak joints in the protective armor of the 
nations desiring to encircle Germany with a ring of bayo- 
nets. Consequently, unless economic difficulties with their 
ensuing political discontent, subject Germany to complete 
dependence on foreign sources of supply, there is good 
reason to anticipate that Germany’s aspirations of “‘equal- 
ity” will materialize despite French or Russian opposition. 

So far as she herself was concerned, Germany’s defiance 
of the Versailles Treaty came when it did in order to draw 
attention from, and perhaps forestall, the rapidly growing 
intensity of her economic crisis. With the collapse of the 
public relief programs, the unemployment problem has 
become acute. Conscription will help to relieve this di- 
rectly while at the same time the industrial activity engea- 
dered by the manufacture of munitions should help to 
relieve it indirectly. Finally, there is the psychological 
aspect. By a vigorous program of “flag-waving” through 
the press, radio and other mediums of propaganda, a hard- 
stressed people may be induced perhaps to tighten for a 
time their belts another notch or two. 

With compulsory military service in Germany, France 
voting funds as a bonus to men who re-enlist, and with 
Great Britain making no bones about strengthening her 
defenses, there can be no doubt but that the re-arming of 
Europe goes merrily along. While it is quite possible that 
war is as certain as most people think, it is not coming as 
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soon as they think—in other words: 
sometime, probably; but soon, no. 


* * * 


France 


In one respect the renewed fall of 
the pound, whatever its cause, will in- 
tensify the internal difficulties in 
France. On the basis of a conserva- 
tive estimate, France has now one 
million unemployed; declining indus- 
trial activity and a modest anticipation 
of a twenty-million-francs deficit. Flan- 
din’s credit policy now seems not so 
much a constructive monetary program 

. as a device for meeting the Treasury's 
borrowing needs. On the other hand, devaluation, which 
would in many ways be the easiest way out, appears to be 
politically impossible. This has been emphasized continu- 
ally in many previous articles but the situation has 
now reached such an acute stage that there is grave 
concern as to whether the Flandin Government can last 
much longer. Political unrest is wide-spread. The peas- 
ants in practically all agricultural districts are staging 
demonstrations in opposition to the provisions of the recent 
wine and wheat laws; exporting syndicates are using their 
influence to bring pressure to bear on the Government to 





‘remove the artificially high value of the franc in competi- 


tion with other currencies; importing interests are bringing 
pressure to bear on the Government to remove the artifi- 
cially high tariffs and quota restrictions which have created 
a state of stagnation in the import trade. 


* * * 


Trade Difficulties Elsewhere 


As reflecting the acuteness of the financial and economic 
question on the Continent, the Spanish Government has 
recently called together experts to consider the advisability 
of a new devaluation of Spanish currency and Spanish 
trade with France, one of the former’s best customers, has 
reached such a low ebb that the Franco-Spanish commercial 
treaty has been cancelled. 

The same comment may be made as regards the economic 
difficulties of Switzerland since it is well understood in 
French financial circles that influential Swiss commercial 
and banking interests have now reached a point of despera- 
tion, preferring the great risks of the consequences of infla- 
tion rather than continue under the severe curtailment of 
a price deflationary program. 


* * x 
The Belga 


Concrete evidence of the pressure being put upon the 
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Gold Bloc by the fall of the pound is to be found in the 
uncertainty which surrounds the future of the Belga. The 
control of foreign exchange that has been imposed in 
Belgium is tantamount in many respects to the abandon- 
ment of the gold standard to which she has so desperately 
clung. There is a strong possibility that she may go the 
whole way and throw in her lot with the Sterling Bloc. 
It would seem, however, that any new members wishing 
to join this exclusive club are to be assessed something in 
the nature of an entrance fee; one cannot just join and 
commence doing business on a more advantageous basis 
because of having depreciated one’s currency. That this 
is so, can be seen from Britain’s action in raising the impo*t 
duties 50 per cent on elementary iron and steel products. 
Such products are Belgium’s most important exports and 
Britain has successfully nullified any advantage that there 
might be to Belgium in a depreciated currency, at least so far 
as her own market is concerned in these particular products. 


* * * 


A London View of the Pound 


As far as the opinion in London is concerned, until the 
end of last month there was no outward evidence to sup- 
port the drastic and unanticipated flight from the pound 
sterling. To be sure, foreign opinion had in general come 
to the conclusion that domestic recovery in England had 
about reached its peak. It did not anticipate, however, 
that the combined effect of commodity 
troubles, election rumors and an evident 
slowing down of business turnover would 
so seriously undermine the confidence of 
foreign holders of British securities, both 
industrial and gilt-edged, or produce the 
speculative raid on sterling exchange 
which precipitated sharply the more or 
less gradual and regulated decline in the 
pound rate. Simultaneously appeared 
the first of the defense estimates and 
the strongly-phrased but somewhat un- 
fortunate defense memorandum. Even 
from a purely budgetary point of view 
this document, to say the least, had a 
sobering effect on public opinion; espe- 
cially as it coincided with definitely dis- 
appointing revenue and unemployment 
returns. When to these internal influ- 
ences are added doubts as to the preva- 
lence of cheap money in England as 
compared to a rise in the rates of French 
rentes; rather well-founded fears of im- 
minent gold bloc devaluation, together 
with widely circulated rumors of fur- 
ther inflation in the United States, there 
was some reason for the apprehension 
witnessed last week. 

While Chamberlain's statement is in- 
dicative of the Government's policy to 
continue on a divorced currency basis, there is considerable 
Opposition in financial circles to this complacency on both 
economic and financial questions. 


Wide World Photo. 


* * 


The Case for Stabilization 


One of the best informed European financial writers 
states today that partisans of stabilization are waging a 
campaign in favor of linking sterling with the dollar as the 
next best step after Chamberlain’s refusal to link sterling 
with gold. Perhaps more significant than anything else 1s 
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the fact that a large part of the British public is coming 
to the conclusion that prosperity resulting from devaluation 
can only be short lived, and that nothing short of further 
devaluation and a new boom engendered by something 
similar to Lloyd George’s program of public spending can 
prevent a prolonged depression in England. The slow- 
ing down in English industrial activity and increased un- 
employment bears out this point. 

Several of the people with whom I talked place the low 
level of the pound at 4.60 or 4.50 to the dollar, and that 
without the stabilizing influence of the Equalization Fund, 
Roosevelt in the meantime would be forced to take defen- 
sive monetary measures or the gold bloc, particularly Bel- 
gium and Italy, would be strained to the breaking point. 
Consequently, if England desires to regain her position of 
world trader and banker she is not in a position to risk 
either a currency war with the United States or the retalia- 
tory measures of trade restriction which the gold bloc 
countries would inevitably put into force. 

For example, considerable space has been devoted in the 
English press to the curtailment of the Italian market for 
British goods resulting from Mussolini’s recent decrees 
limiting the importations of coal and other commodities. 
In the second place, Flandin’s threats to re-establish the 
compensation tariffs against countries of depreciated cur- 
rencies has not failed to produce the desired reaction in 
English trade circles. 

With the political tension in Europe such as it is,—the 
Hitler reaction against the White Paper, 
the possible repercussions of the Greek 
revolt, England cannot afford to jeopar- 
dize her commercial treaty relations with 
France or other gold bloc members. 


* * * 


The Case Against Stabilization 


On the other hand, many argue, that 
no stabilization agreement is possible 
until a definite decision has been reached 
by the authorities in Washington as to 
the permanent value of the dollar. 
Hence, since it appears to be the con- 
sensus of opinion that Roosevelt will be 
forced to further devaluate the dollar, 
because of political pressure or necessity, 
any negotiations on a three-cornered 
stabilization basis would be premature. 
The view is also held in London that 
the French and the gold bloc’s stubborn 
resistance to devaluation has contributed 
in a large measure to the present decline 
in sterling. According to this reason- 
ing, France by adhering to the gold 
standard has artificially boosted the 
price of gold and gold mining shares, 
producing thereby a correspondingly 
deterrent effect on sterling exchange 
securities. 


and English 


Canadian Reciprocity 


The case for a recriprocal trade agreement between 
Canada and the United States was never particularly prom- 
ising, but the introduction into the Canadian Parliament 
of the new budget makes it even less so. Canada’s 
latest tax and tariff program definitely benefits British 
goods to the detriment of American exports to our northern 
neighbor. 
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New Developments Brighten 
Movie Outlook 


Cleaner and Better Pictures, Increased Attendance, Less 


Extravagance, Have Contributed to Improving Financial 
Outlook—Will These Gains Be Marred by New Taxation? 


& 6 | TS. an ill 


wind that 
blows no- 
body good,” said 
Aesop, Cadmus, 


the Phoenician, 
Will Rogers or 
some one else. And 
the adage is par- 
ticularly applicable 
to the movie busi- 
ness of recent 
months. No one 
need question that 


By C. F. Morcan 








Leading Movie Stocks 
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er Share 
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Company Comment 

Columbia Pictures... .. . None 5.69(a) 5.15(b) 40 Company’s outstanding ¥ record 
places shares in attractive po- 
sition. 

et Sree. 0.58(c) 0.52 9 Shares highly speculative. 

oo NE ee PPE 165 2.15(f) 4.50(f) 33 Shares have merit for income and 
appreciation. 

Paramount Publix...... 1200 NF NF 214 In_ process of reorganization, 
Radical speculation. 

Radio-Keith-Orpheum. .. $0 NF NF 1% In_ process of reorganization. 
Radical speculation. 

Universal Picturest..... None d59.62(g) 13.37(g) 40 Improved earnings lend moderate 


tive promise to preferred 


ment, then the pic- 
ture business pos- 
sesses some magic 
alchemy of rejuve- 
nation which steel, 
prunes, transporta- 
tion, bakery goods, 
cement, and the 
like do not possess. 
The nearest p- 
proach is motors. 
As a fact the pic- 
ture makers know 
by this time and 
candidly admit that 





the picture people 





felt a cold shiver 
of apprehension 


Warner Brothers....... 


500 d1.76(f) d0.77(f) 


the brand of pic- 
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but ture now being 
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when the an * Estimated. (a) Year ended June 30, 1984. (b) 26 weeks ended Dec. 29. (c) 39 weeks 
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shown is far better 
and that the pic- 
tures have a broad- 
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was made. The 





er appeal than any 





celluloid equivalent 

of the cyclone cellar was in great demand. Fear stalked 
among the studios, exchanges and theaters. Br-r-r. And 
there were other disturbing factors to hop up alarm during 
the past six months. 

William Fox, Banquo ghost-like, wouldn’t down, 
and managed to get a Federal Court decision on his Tri- 
Ergon patents; a Federal inquiry into Electric Research 
Products, Inc., via the A. T. and T. was afoot; Paramount 
was in the throes of reorganization with indications that 
right names might be told, the actor folk of Hollywood 
talked themselves into affiliation with the American Fed- 
eration of Labor and the fate of RKO was more or less 
under discussion. And notwithstanding all this the se- 
curity level of the industry displayed a relatively gratify- 
ing strength. To account for this, let’s go back to the ill 
wind for a moment. In our last discussion of the movies 
it was mentioned that the public had shown a quite 
remarkable interest in the new pictures made under 
League of Decency conditions, and that apparently a new 
or previously dormant strata of picture goers had been 
tapped. This turns out to be very definitely true. Last 
July weekly attendance at picture theaters was just over 
40,000,000. Today it tops 80,000,000. 

If we attribute that “up” to general industrial improve- 
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they have made 
for years. And the public responds. Every picture maker 
knows the dirty product is easy to make, so the dirty 
product was a lazy man’s product. And while decent 
pictures are harder to make they're being made and well 
made. It was said, we may remember, that under the new 
rules pictures could not be made. And the answer to that 
has been the classic tale of the dog chased by a lion who 
escaped by climbing a tall tree. To the objection that 
dogs can’t climb trees, the definite answer was made that 
this dog had to! 

Probability is that Paramount may be regarded as “set” 
for progress, even if there are to be later personnel changes. 
The settlement was a banker’s settlement in all essentials 
and if guidance was placed in the hands of the man who 
started the company 22 years ago it doubtless was because 
he knew more of the company than any other man who 
could be put in charge. With Pathe in its new position 
and RKO likely to settle down to a satisfactory status 
shortly there is every reason to expect strong recovery. 

With Columbia reaping five of the Academy of Motion 
Picture Arts and Sciences awards its securities should 
reflect the successes of a series of good pictures. While 
Loew’s quarterly dividend action of 50 cents per share 
on the common undoubtedly sustained its price levels to 
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some degree, other stocks such as Fox have lately shown 
good resistance to downward tendencies. 

One of the supporting factors of the picture business has 
always been that it is among the very few strictly cash 
industries. No one runs an account at a movie theater; no 
independent theater runs much of an open account at an 
exchange, and it is a fact that largely because of this the 
movies did not too greatly feel the depression until the 
country itself had been suffering well over a year. And 
that same spot cash factor puts the movies in a rubber band 
position, snapping back quickly when a little spare money 
is available to the public for theater admission. 

There is little doubt that the picture makers are being 
forced to abandon their argument that business rules 
won't apply to the movies. They do and they are being 
applied. The day of spending with a scoop shovel is 
gone—save in the case of one production head of a new 
concern who brought his scoop with him from his previous 
job and has not yet learned that a teaspoon is the popular 
tool at this writing. However, as Solomon once remarked 
on the difficulty attending the leopard in trying to change 
his spots, some executives still finger affectionately the 
old scoop stored away in a closet, just in case. 

Two of the greatest obstacles to efficient operation and 
restoration of dividends are the director who has been 
unable to make his picture efficiently because of his incom- 
petence, and the inordinately high cost of distribution. 
There are directors still who find it necssary to “shoot” 
150,000 feet of negative to get 8,000 feet fit to assemble 
as the final picture. They alibi their incompetence by 
arguing that they are 
protecting the story, 
when actually they are 
only demonstrating 
their inability. The 
architect, the engineer, 
the author are given 
but one shot at their 
objective, and if they 
fail to make good out 
of actual knowledge 
the first time, they are 
professionally sunk. 
Progress in business 
management will wash 
this type of director 
out within two years. 

Distribution costs are 
in excess of 30 per 
cent, far too much 
when it is realized that 
the problem is not a 
sale but merely rental 
of film. Picture dis- 
tribution can be cut to 
20 per cent within a 
year and should get 
down to 10 or 12 per cent in two years after that. The 
absurdity of maintaining 232 separate exchanges in 29 
key cities with duplications of rent, equipment, and con- 
siderable personnel to handle the product of 8 major com- 
panies when 29 united exchanges to handle the mechanics 
of inspection, repair and shipment would cut the operation 
cost by one-third, reminds one of the remark of the late 
Louis J. Selznick when informed that a group of actors had 
decided to take over their own distribution. “Well,” 
observed Mr. Selznick sadly, “I see the lunatics have taken 
over the asylum.” 

Distribution as now carried on is a 25-year-old make- 
shift devised by William Hodkinson as an emergency 
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measure to replace the old system by which film was actu- 
ally sold to a few independent exchanges at 10 cents a 
foot. It has needed revision for ten years at least but untal 
recently money came in so fast no one bothered much 


about anything but spending it. The old hooey, gravely 
stated, to the effect that movie making was an art and 
unresponsive to economic laws is still heard, but distribu- 
tion isn’t an art. 

The modern picture companies are due to make good 
profits during the next five years, a prediction based on 
certain ephemeralities, but sound ones. The ethical factor 
is not the least of these and the very radical change in the 
attitude of the big producers, perhaps stimulated by the 
N R A Code, is already productive of results. 

In discussing the future of the movies as an investment 
it is not possible to ignore television. Not that television 
is an immediate competitor of the screen, for, despite much 
promotional ballyhoo, it is still in the laboratory and 
likely to remain there for quite a while. In its present 
state television is a local affair confined to areas of concen- 
trated population; its potential quality yet is too subject 
to variations by atmospheric disturbances, and until the 
gregarious inclinations of humanity, and particularly the 
feminine part of it, change to a Selkirkian appreciation of 
individual solitude, it is likely that America will still want 
to take its amusement, as it prefers to take its food, in the 
company of others. 

This writer is one who firmly believes that some of the 
best days of the pictures are to come. This conviction 1s 
based somewhat on the gradually developing familiarity 
with the making of 
motion pictures on the 
part of both financiers 
and investors. A few 
years back the banking 
interests may have hesi- 
tated to exercise too 
rigid control: apparent- 
ly the ability to make 
a picture was a divine 
gift of the few, and the 
fact that these few had 
come from certain 
other occupations 
wherein the arts were 
not over conspicuous 
did not seem impor- 
tant. But now this 
divinity is being ques- 
tioned, and it will be 
strange indeed if there 
are not common sense 
changes introduced 
where they are needed. 

It is but a few weeks 
since one of the studios 
applied for a_ rather 
large loan. The loan was granted, but not until the pro 
duction head had been shorn of his autocracy and other 
business changes effected. So we need not be astonished if 
the old contention that the “movies are not a business, but 
a racket” is reversed. 

It being axiomatic that there is definite relationship be- 
tween production costs, rentals and dividends, and that ir 
costs must be included interest, depreciation, repayment of 
loans, and what not, one must regard the enormous funded 
and unfunded debt structure of the major picture com- 
panies as menacing. Examination of the last financial 
statements available at this writing show in excess of 

(Please turn to page 695) 


fs? 


The Magazine of Wall | ‘ 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred’ the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. _ 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 


HE Macazine oF WALL Street's Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 


number of issues. 


Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 
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soi are 310 1.3 ss wc 110 3.6 Of the highest grade. eee 
Adjustment 4s, 1995.................... 310 1.3 14 aC 104 3.8 Junior to issue above, but still high grade. 
Conv. Deb. 414s, 1948................... 310 1.3 1.5 102 ’38* 105 4.0 Good bond, tho not mortgage secured. 
California-Arizona ist & Ref. 414s, ’62.... 310 1.3 1.5 110 111 3.8 High grade. : 
Transcontinental Short Line 4s, 1958...... 310 1.3 1.5 110 109 3.4 Underlie Gen. 4s. Of the highest grade. . 
Chicago, Milwaukee, St. Paul & Pac. R. R. A 
Ue fo | ae ae 478 5 f 6 c 41 9.8§ No more than fairly strong. 
50-yr. “A” 5s, 1975............... 478 7 :6 105° 12 41.7§ Int. paid Feb. ’35. : 
Conv. Adj. “A” 5s, 2000........... 478 7 6 105 xe Junior to two issues above. Speculative. 
Chicago & North Western Ry. 7 ' adie om 
ok kon bee crAdiowiew seis 440 5 5 NC 44 11.4§ Second grade. ee . 
ist & Ref. 4\4s, 2087 440 5 5 NC 16 21.9§ Junior to issue above. Dec., ’34 int. paid. 
Conv. 434s, 1949............. 440 5 .5  105* 12 39.6§ — and speculative. Nov., ’34 int. 
paid. 
ren IGG. BOOB. kk... .ccccccceces 440 6 6 NC 50 13.2§ Secured by $18,000,000 Gen. 5s. _ 
Milwaukee, Sparta & N. W. 1st 4s,’47.... 440 5 6 NC 40 10.0§ | Outstanding at a high rate per mile. None 
St. Louis, Peoria & N. W. 1st 5s, ’48...... 440 5 5 NC too strong. 
Illinois Central R. R. i - ; i ; 
NED 6 oso0 3.060060 a 1.0 9 NC 104 3.8 Entitled to a high grade rating. 
Ref. 4s, 1955... ... 878 1.0 9 = 10714 75 6.2 Prior liens total some $56,000,000. 
SS EI MINE wists s.00 icicwice.sceGaaact 373 1.0 .9 NC 72 6.7 Collateral consists of first mtge. bonds of 
aun er — Sound issue. 
#16-yr. Sec. 6448, 7.1.86.............0000 373 1.0 x NC 91 7.1§ Good grade. 4 . 
4% Leased Line Stock Certificates......// 373 1.0 9 NC 41  9.8§ Secured by 10,000 shares Chic., St. Louis & 
N.O.R.R. A reasonably good holding. 
I eee 373 1.0 9 10214 °36* 46 10.3§ 
Notes, = ee patent apm 373 1.0 ‘9 101° 60 10.0§ | Unsecured by mortgage. None too strong. 
St. Louis Div. & Ter. 1st 314s, 1951....... 373 1.0 9 NC oe .-. Good grade. 
Purchased Lines 1st 314s, 1952........... 373 1.0 9 NC ... Reasonably sound issue. 
Louisville Div. & Ter. 1st 34s, 1953...... 373 1.0 9 NC 90 4.3 Better grade 
Chic., St. Louis & N. O. Joint ist & Ref. 
- 0, |” TRS Cea aaa 373 1.0 9 110 57 9.4 A medium grade bond. 
L., N. O. & Texas Coll. Tr. 4s, 1953....... 373 1.0 .9 NC 63 7.9 Reasonably strong. 
Chic., St. L. & N. O. 1st Con. 5s, ’51...... 373 1.0 9 NC 102 4.8 Better grade. 
Lehigh Valley R. R. 
RR ee ee 92 .6 DS NC .. Better grade investment. 
Cens. 6s, irredeemable.................. 92 .6 A NC pate — unior to issue above. 
Ee SY ae 92 .6 Bi NC 34 11.8§ Junior to two issues above. 
Lehigh Valley Ry. ist 444s, 1940.......... 92 .6 ov NC 95 5.7 Good grade bond. 
Lehigh Valley Term. Ry. 1st 5s,1941...... 92 .6 -7 NC 106 3.8 Well protected. Better grade. 
Lehigh Valley Har. Term. Ry. ist 5s,1954.. 92 .6 7 105 ’44* 100 5.0 Good, sound bond. 
Reading Co. 7 
Gen. & Ref. “A’’ 4\4s, 1997.............. 136 ey 1.6 105 107 4.2 Better grade. 
Jersey Central Coll. 4s, 1951............. 136 1.7 1.6 105 ¢s 4.2 Collateral is valuable. Good bond. 
** Washington Terminal ist 3'4s, 1945...... NC 104 3.1 Guaranteed by B. & O., etc. High grade. 
e eye ,@ 
Public Utilities 
Cincinnati Gas & Elec. 1st “‘A’’ 4s,1968..... 35 3.8 3.0 100 107 3.6 Of the highest grade. 
Dayton Power & Light ist & Ref. §s,1941... 20 2.9 se 105* 108 3.5 Better grade issue. 
Duke Power ist & Ref. 4\4s, 1967.......... 62 2.4 10414* 107 4.1 Better grade investment. 
Florida Power & Light Co. 
ie. ts cerinsk sh agasedanesaenew 74 1.1 2.2 10334 * 73 7.7 Small margin over charges. Second grade. 
RRR a ge a ey ae 74 1.1 1.1 <9 Ge bee 5 hice All owned by Am. Pwr. & Lt. 
Houston Lighting & Power ist & Ref. (now 
ED siivieccdisesre sess anncewe 28 2.6 2.6 103* 106 4.6 Better grade. 
Interstate Power Co. (Del.) 
ae es boa wp elena nxaw 36 1.2 a2 104* 68 8.1 None too strong. 
oat nine coe cee eee cnies 36 ie | 1.1 104* 45 13.3§ Not mortgage secured and junior to issue 


above. 
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e eye .¢ ° 
Public Utilities (Continued) 
aein Resse aM ‘eh this. Fixed rice > ; 7 
unded ofthis times earne rice 
Company debt issu Yield to COMMENT 
(mil’ns) (nil'a) 1933 1934E Callt Recent Maturity 
Louisiana Pwr. & Lt. 1st 5s, 1957........... 18 i 1.9 1.9 10434 * 94 5.5 Medium grade. 
Louisville Gas & El. ist & Ref. “A” 5s, 1952. 31 27 2.5 Reece 110°. 111 4.1 Better grade. 
Minn. Pwr. & Lt. ist & Ref. 4s, i016... 35 29 1.5 Ske 10134 * 86 5.3 Reasonably strong. 
Montana Power Co. 
ist & Ref. 5s, 1943 46 29 1.6 1.5 105 103 4.5 Good bond. ? 
BPs ae IRS aio’ 'b % a: Sie less Sui 0 0-9 46 13 1.6 1.5 104* 75 7.1 Junior to issue above and prior liens thereto. 
New Orleans Ao —* Inc. 
1st & Ref. “B” 6s, 1955...... OPP rer re oe 54 30 1.2 ree | 104° 66 8.6 Second grade. 
Gen. 4s, 7.1. 38 Rawiene apnea epee cass 54 12 is 1.1 105 67  6.7§ Proposing a payment of fa in cash and 
balance extended to 1942 
New York Edison 
1st Lien & Ref. “B” 5s, 1 123 85 4.4 3.3A 105* 108 4.0 High grade investment bond. 
= Y. Gas & El. Lt., Heat e a ist bs, 1948 123 15 4.4 3.3A NC 120 8.1 { Assumed by New York Edison. 
do P. M. ds, 1 SE Se aan 123 21 4.4 3.3A NC 111 3.0 Gilt-edged. 
_ Niagara, Lock. & Ont. Pwr. 1st & Ref.5s,’55.. 25 19 1.7 a 105* 107 4.5 Better grade. 
Northern States Power Co. (Minn.) 
Re ag Se eee 99 99 2.2 2.0 105* 106 3.8 Better grade investment. 
Ref. 4s, a SR re eee 99 55 2.2 2.0 105* 98 4.6 Almost equivalent security to issue above. 
Ohio Edison Co. , 
oe Be Se 70 27 1.6 1.9A 105° 104 4.7 Has considerable merit. 
—_ Ohio Pwr. & Lt. Gen. & Ref. 544s 
EER eee ee a 70 18 1.8 1.9A 105° 106 5.0 {Ohio Edison assumes these bonds. They are 
cng Pr. & Lt. ist & Ref. 54s, ’54. 70 19 1.8 1.9A 104* 106 5.0 — of the same grade as issue 
A above. 
Penn Central Lt. & Pwr. ist 414s, 1977...... 28 28 1.8 1.8 105* 93 4.9 Good bond. 
West Texas Utilities ist 6s, 1957........... 25 25 1.3 1.2 103* 74 7.4 Second grade bond. 
e 
Industrials 
Aluminum Co. of America Deb. 5s, 1952..... 35 34 eaiets sbee 105° 107 4.4 Real caliber difficult to ascertain, but prob- 
ably good grade. 
American Rolling Mill Co. 
Conv. Notes Ss, 11.1.38......... cccccsee «8 13 Re eens 10214* 105 3.4 Conv. $1000 into 40 shares of common now 
: selling around $18 a share. 
EONS WET RED 5 9.6\0 0100 0's eieisele eo, scseseee SD 24 Pf oes 103* 96 6.4 Upturn in business improves caliber. 
Bethlehem Steel Corp 

10-Yr. 4\4s, 1985/1941... maieenesc 121 7 def 1.1 NC on e Tho unsecured by mortgage are better grade. 

Midvale Steel & Ordnance Bs, Bik OSscccc Sab $1 def 1.1A 105 103 2.0 a 

Beth. Steel Co. ist & Ref. 5s, 1942........ 121 24 def 1.1A 105 106 4.0 (Strong bonds. 

McClintic-Marshal! Coll. 5iés, 1935/37 121 6 def 1.1A 102% siveg oe Better grade. 

Pacific Coast Steel 6s, 1935/1940......... 121 7 def 1.1A 100 eins ... . Good issue. 

Bethlehem Steel Co. P. M. 6s, 1998.. 121 8 def 1.1A NC 131 4.5 ' 

Bethlehem Steel Co. P. M. & Imp. 6s,7.1.36 121 23 def 1.1A 105 104 2.2 (Better grade. 

National Dairy Products Deb. 514s, 1948.... 70 70 2.7 iene 10344 * 103 4.9 Industry’s condition is now more settled, 
; Bond is entitled to a good rating. 
*Remington-Rand Deb. “A” 514s, 1947.... 18 18 oe 104° 100 5.6 cYear to 3.31.34. Company strong finan- 
cially and doing better. 
Socony-Vacuum oop. 
Std. Oil of N. Y. Deb. 44s, 1951......... 50 50 4.9 Ao 101° 103 4.2 High grade. 
Texas Corp. Deb. 6s, 1944................. 101 90 1.0 ones 1014° 103 4.6 Better grade industrial bond. 
Tobacco Products (N. J.) Coil. Tr. Deb. 634s, 
PPPS cds s csiceees seals Dates ee Oe a eO Nee 36 sees nee 100 eae ... Bonds have been called, American Tobacco 
having commuted lease. 
Short-Term Issues 
Due date 
*xAtlantic Refining Deb. 5s......... ce Fae 14 10.1 ‘ NC 108 2.0 Better grade investment. 

Buffalo Gen. El. ist Ref. 5s............ ee 7 2.1 2.2 105 ia ... High grade bond. 

California Gas & El. Un. & Ref. 5s..-..... 1111.87 9 2.2 2.0 110 108 2.2 High grade. 

**kChicago Gas Light & Coke ist 5s......... 7.1.37 10 1.4k 1.2kA NC 105 2.5 kEarnings Peoples Gas. Better grade in- 
vestment. 

Gulf Oil Deb. 5s.......... eine e ais inate wilh e 12.1.37 28 def aimee 103% 105 3.2 Better grade issue. 

New York Telephone ist & Gen. eae - 1.39 61 4.6 6.8A 110 111 2.3 Gilt-edged. 

Pacific Tel. & Tel. ist & Coll. 5s.......... 1.2.37 26 4.0 4.5A 110 107 1.5 Of the highest grade. 

t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends 
minority interest, etc. An entry such as 105 ’38 means that the bond is not callable until 1938 at the price named. * Indicates that the issue is callable as a 
whole or in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. %* Our preferences where some 
slight risk may be taken in order to obtain a higher return. § Current yield. E Estimated. A Actual earnings. 
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Tin Gets Out of Control 


Fifty Thousand Tons Required An- 
nually by American Industry and No 


Control Over Price or Supply 


HOSE who scoff at the necessity 
of a market abroad for our cot- 
ton, and declare that we do not 

need to have an exportable surplus of 
wheat or lard might well give thought 
to some of the items in universal daily 
use which come to us across salt water. 
There are more than a few of these 
things which we consume in such form 
that we are, in general, unaware of 
their use and others in which custom 
has made us altogether thoughtless. 

As a people we have determined to 
use automobiles without stint, and we 
persist in thinking of the car as a thing 
of our own particular production, yet 
each car carries nearly eight pounds of 
tin in one form and another in its com- 
plicated structure. As there are 
roughly some 23,000,000 cars of all 
kinds in service in the United States, 
this means that we have just about one 
year’s current world production of tin 
built into our cars, and so built in that 
it is beyond the reach of any detinning 
process, a good example of the ultimate 
consumer. 

Now the cost of the tin required by 
the United States for its automotive in- 
dustry, for containers of innumerable 
uses, for bearing metals and alloys is 
much higher than that of 
any other mineral prod- 


By C. S. Burton 


Statistics of apparent consumption 
for the two comparative periods are 
given on the opposite page. 

The principal producers of tin are 
the Federated Malay States, Bolivia, 
Netherland East Indies, and Siam. The 
famous old mines of Cornwall still con- 
tribute a small proportion, but nowhere 
in the United States, Alaska, the Philip- 
pines or Hawaii do we have any tin 
worth mentioning of our own, and we 
use about one-half of the world output; 
a situation which certainly justifies our 
interest in the production, price and 
current supplies of the metal. 

Study of the table of prices reveals 
the ease with which we deceive our- 
selves as to price levels. It is commonly 
remarked that tin has gone up in price 
because we quote it in the press and in 
market reports as around 50 cents per 
pound. Taking the prices of the past 
eleven years the average works out just 
under 43 cents per pound against the 
present quoted price of around 50 
cents, which translated into the gold 
equivalent, as required in the interna- 
tional market, becomes actually 30 
cents, or the equivalent of 30 cents 
gold in the foreign currencies involved 
—-say Dutch guilders to pay for East 


Indies tin bought in Amsterdam. 
Or to put it another way, the Am- 
sterdam seller whose average over the 
eleven years was 43 cents, equivalent 
in Dutch guilders to just a little more 
than one guilder per pound, now re- 
ceives 2914 cents gold or something 
less than three quarters of a guilder. 
We may claim that tin has risen in 
price; to the Amsterdam seller, the 
opposite appears indubitably the fact. 
Of the very substantial sums which 
we expend for tin we may note that by 
way of rough average calculation about 
one-fifth goes into automobiles, some- 
thing over one-third into tin plate. The 
tin plate goes into containers and in 
addition to these items of “apparent 
consumption,” we recover a volume 
equal to about 20% of our annual 
consumption by detinning processes. 
When we begin to brag about our 
self-sufficiency we are, apparently, very 
much inclined to forget the demands 
we make on the rest of the world for 
things we would not know how to get 
along without and for which we would 
have no substitute. Without doubt, 
the ordinary housewife, dropping a tin 
can into the garbage or laying in a 
stock from the row upon row of tinned 
edibles on the chain store 
shelf, would never think 








uct which we are com- 
pelled to buy abroad. 
Prices and totals appear 
in the table on this page. 

The price of tin is con- 
trolled by a cartel of in- 


ternational interests con- as 
cerned with tin produc- gga 
tion and a pool, which a. 
latter looks more particu- aon ne 
larly to the market while _ 
the cartel concerns itself a... 
with production. The ie 
world’s consumption of a. 
tin for the twelve months ion wt 
ended October, 1934, ones 


was 132,900 tons, for the 
twelve months preceding, 
128,800 tons. 








Tin Prices and Consumption 


Long Tons % % 

Apparent Auto- Tin- 

Consumption mobiles plate 
eee wie 64,255 21.4 35.00 50.2 
Riven 75,905 21.4 34.40 57.9 
Seen 75,452 21.6 36.00 65.3 
Sepwas 69,412 18.6 34.9 64.4 
eee 78,853 21.1 33.8 50.4 
pase 87,574 21.5 32.6 45.2 
eens 76,621 15.5 35.0 31.7 
rye 63,569 11.4 36.7 24.5 
enean 35,260 13.3 45.7 22.0 
sia 58,793 12.25 49.0 39.1 
ceeees 46,786 19.5 55.3 51.5 


*12 mos. ended Sept. 


Price in Cents 
per Lb. 
In Currency In Gold 


of tin as anything other 
than a matter of course. 
That it comes from other 
ends of the globe and 
that without it her table 
budget would begin to 
mount would never oc- 
cur to her. It may be 
that the same housewife 
is extravagant in her use 
of tin. Farmers have 
been lectured again and 
again for the piles of tin 
cans that betrayed their 
lack of household econ- 
omy. In any event the 
importance of tin to our 
daily life, whether it be 
the automobile in the 





30.0 
30.2 
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garage or the dinner on the table, is 
evidenced by the fact that we use about 
half of the average world production, 
saying nothing about the additional 
supply that the detinners furnish. 

We go to the Dutch East Indies, the 
Malay Straits, Singapore, Batavia for 
tin, rubber and tea among a long list 
of other things where the thrifty Hol- 
lander and the Englishman with his 
flair for world trade find themselves in 
competition with the natives—Chinese, 
Javanese, Bornese and Malays. The 
problem which develops is the ubiqui- 
tous one where a growing market fur- 
nishes a demand that for a time seems 
insatiable. As the automobile sought 
rubber and more rubber and the plan- 
tation supplanted the wild rubber of 
Brazil, the huge profits reaped induced 
too much competition. The native 
counted no cost and attempts at control 
of production and price fixing felt the 
effect of the law of economics that says, 
“Alleviation of the effect of an eco- 
nomic law always aug- 


market, and there was a private pool 
that was designed to strengthen the situ- 
ation and incidentally reap some profits. 
The market for tin—the leading mar- 
ket—is London. Last month some mis- 
chievious chaps in London threw some 
pepper on the hot stove. A pepper 
pool blew up.- Shellac, peanuts and tin 
and copper were jettisoned. Appar- 
ently the private pool in tin had other 
commitments, possibly in pepper. At 
any rate, some of the eminent figures 
in London’s “city” were for a time un- 
der fire and the price of tin was for a 
time just what the market made it. 
The figures in the accompanying table 
show that tin touched a low in 1932. 
There has been much _protestation 
against the advances forced by the car- 
tel up from 18 cents (London gold 
price) 1932 to 52 cents (London Ster- 
ling price) 1934. This is com 
mented upon as a trebling of price 
but the price in the gold currencies 
has moved from the 18-cent gold 





we are so commanding a consumer. 

There recently appeared a heated 
Washington interview concerning con- 
trol of tin, later denied by the Repre- 
sentative from Tennessee alleged to 
have spoken his mind. However, there 
is a bill in the grind through the House 
Committee on Foreign Affairs, which is 
expected to cover the situation in tin. 
Apparently the bill is delayed and per- 
haps an obscure statement to the effect 
that Bolivia might be prepared to with- 
draw as one of the signatories to the 
International Agreement if a favorable 
trade agreement can be made with the 
United States has something to do with 
the delay. 

It would not be difficult to conjure 
up the benefits that might accrue to 
Bolivia if she could work into having 
a first place as a supplier of tin to the 
United States. Bolivia‘s principal min- 
ing interests are in the hands of one 
group largely financed in this country 
so that all in all, if we are bold enough 
or short sighted enough 
to affront the other sig- 











ments the cause.”” Paren- 


Out of the desire to 








thetically it is noted that . natories in the Tin 
the FERA is worried The Largest Consumers of Tin Agreement by making a 
by a rising birth rate separate trade agree- 
among the families on oe ment with one of their 
el — rolls. — United States................. 42,769 57,950 —26.2% —— paper nies 
not? It is just another iia. ....<:.5.0i+- 20,790 19,365 9 + 7.4% we might get some cheap 
example of the working Mi cos aviv oer ese 0 — 23.8% tin. It would be a safe 
of the law, the same law Se ae earn 9,409 9,955 — 5.8% | bet that we would pay 
that affects tin or rubber gy through the nose in some 
ft ere oe 5,040 4,259 +418.3% g 

or cotton, Farm Board Other Countries............... 27,218 «23,549 +15.7% other way for any ad- 
wheat or babies. : ined. Con- 

. Total World............... 116,000 125,100 — 8.1% | Vantage 60 eae 

templation of suc 


make the most of the de- 
mand for tin, with a 
special eye to our use as 
equal to that of the rest 








Sweden, 


Under ‘‘Other Countries’’ the following showed substantial in- 
creases: Netherlands, 67.7%; Canada, 40%; Belgoluxemburg, 38.4% ; 
20.3%; Denmark, 20%; Japan, 19.2%; Poland, 15.8%. 
Increases are recorded also for Italy, Spain, India, Norway and 
Switzerland. 
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of the world combined, 
there sprang the Inter- 
national Tin Agreement. The existing 
International Agreement perfected in 
March, 1931, has now been extended 
to remain in effect till January, 1937. 
The signatory parties are Bolivia, the 
Malay States, the Netherlands, East 
Indies, Nigeria and Siam. The essen- 
tial features very briefly are that each 
signatory government shall be allotted 
a standard tonnage in terms of metallic 
tin and a quota based thereon. Agreed 
standard tonnages under the agreement 
covering the first quarter of 1935 were 
40% of the 1929 tonnage which was 
186,986 long tons. 

The fixation of quotas and the ignor- 
ing of price levels was an effort to 
avoid the errors which brought about 
the downfall of the Stevenson plan to 
control rubber. But any one must real- 
ize that no plan which cuts down pro- 
duction can possibly enlist support un- 
less there is openly or tacitly some pro- 
vision as to price. The tin cartel had to 
have a “buffer pool” to “manage” the 
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low, to 32% cents gold if we disregard 
currency fluctuations in the pound and 
the devaluation of the dollar. 

The buffer pool is maintained by the 
signatory governments and is not sup- 
posed to have any speculative interest 
in the market, but merely to act as a 
stabilizer, like the automatic governor 
on a steam engine, to hold a stock of 
tin supposedly to be released, when, as 
and if there appeared a demand for 
immediate delivery and to take up such 
surplus as might be necessary from 
time to time. It was, of course, the 
private tin pool that threw its holdings 
overboard and provoked a parliamen- 
tary inquiry in London which, however, 
resulted in a firm refusal to attempt any 
investigation of the doings of the pool. 

There has been no little agitation in 
this country concerning tin, since one 
of our most prominent financiers made 
some comment some months ago as to 
our utter dependence upon foreign 
products for a raw material of which 


to be said for t 
national Tin Agreement. 
proach to its problem was a 
along the line of supply-cc 
output; there was no refe 
price control other than th: 
sion of a desire to “prevent 1 
severe oscillations”. 

Whether or not tin is cheay - 

50 cents is partly a matter of compari- 
son. It has sold far above that price 
and besides the 50 cents we quote is 
only 30 cents in the world markets. 
Beyond price, there is the matter cf 
substitutes which seem to be almost 
entirely wanting. 

It is to be fairly presumed in view 
of history that the International Tin 
Agreement must come to grief in the 
end whether by the withdrawal of 
some signatory or otherwise, but on 
its face it should live, if any such plan 
can hope to survive. It is apparently 
fair, and as legitimate in the ends it 
desires as any plans can be that are 
meant to supplant a free market. 
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q Natural Recovery Plus Governmental Stimulants Have In- 
creased Business Volume 


q Higher Costs Have Meanwhile Cut Into Profit Margins 


More Business at Less Profit 


A Critical Examination of Corporate Earn- 


ings Individually and by Industrial Groups 


N the last analysis the real measure 
of business is corporate profits. 
No matter what indices may tell 

us regarding activity or what statistics 
may reveal in the way of purchasing 
power, employment or what not, the 
appraisal of progress in general busi- 
ness and in investment must rest on 
profits. 

On this basis it is possible at this 
time to make some intelligent estimate 
of where we stand. Enough annual 
statements are now available to give 
a significant picture of the real state 
of business. 

Taking the returns for 1934 of some 
800 companies engaged in manufactur- 
ing and merchandising, it is apparent 
that while roughly two-thirds of these 
companies showed progress in either 
reducing deficits or increasing profits, 
one-third of them _ re- 
ported larger deficits or 


By Stan.tey DevLIn 


admixture of artificial stimulation and 
reform. It was symbolic of what hap- 
pens when prices and wages are jock- 
eyed about. 

Natural recovery plus governmental 
stimulation did increase sales volumes 
but in many cases these factors did not 
improve profits. On the contrary, it 
was not an uncommon experience for 
a company to enlarge its total volume 
of business anywhere from 25 to 50 per 
cent, only to find the proportionate gain 
in profits materially less. The cause is 
not difficult to find: Higher material 
costs, higher taxes, higher labor costs. 

Some increase in the cost of doing 
business invariably complements a nor- 
mal business recovery. Last year, how- 
ever, materials, labor and taxes rose out 
of all proportion to the degree of re- 
covery, and in fact, reached such ab- 


normal proportions as to constitute a 
serious threat to business incentive and 
equity earnings. Here then we have 
the New Deal philosophy—more busi- 
ness—less profits—in all its glory. 

Compelled by the forces of depres- 
sion to develop the highest possible 
efficiency, industry was in a strategic 
position to transform a moderate in- 
crease in sales volume into a genuinely 
important gain in net income. Such 
cost items as depreciation, depletion, 
real estate taxes, rents, funded interest 
and overhead expenses are comparatively 
static and any increase in them would 
tend to lag for some months behind 
recovery. 

Moreover, in the earlier stages of 
business recovery, rising costs of raw 
materials are not immediately effec- 
tive in paring profit margins, for the 
simple reason that the 
average well-managed 











lower profits. Moreover, company is generally 
those companies which ‘ . found to be supplied with 
failed to make any pro- More Business—Less Profit low cost inventories which 
gress last year were not is . Weide can be converted into fin- 
confined to any particu- Income Income % Net* % Net® ished goods at advanced 
lar industry and there canes (ites) (kilts) Incase “lene ieee” prices. Profits under these 
were some companies Safeway Stores........ 219.6 241.9 10.1 1.9 1.6 conditions might be quite 
which faltered in prac- Adaatic ReGaing....... a. Wie ahh Beh a substantial, as indeed they 
tically every field. Goodyear Tire & Rubber 109.7 186.8 25.0 655 3.38 were last year in the case 
Now last year cannot W. S. Qeaat......025.: ‘ 3.2 86.1 88 42 #8. of a large number of com- 
be considered a normal National Lead.......... 464 66.4 215 64 48 panies. Had it not been 
period by any measure, Chrysler Corp.......... 288.7 968.8 61.8 15.8 11.9 for these so-called “inven- 
but it is typical of what Kroger Grocery........ 205.7 221.2 7.6 3858 2.9 tory profits” many com- 
has been and what may IR cei bits cans 186.8 215.7 16.0 2.0 2.0 panies would have made 
be expected in a recovery Devoe & Raynolds..... 8.10 8.82 89 10.4 68 a much less favorable 
period — short spurts of General Motors........ 569.0 850.0 49.0 14.9 11.3 showing. 
activity followed by Bristol-Myers.......... 8.3 9.8 18.0 31.8 23.4 There is, however, a 
periods of lethargy or de- Cudahy Packing....... 124.3 161.4 218 18 1.8 practical limit to which 
cline. Last year was U.S, Rubber.......... 88.3 105.5 19.5 0.08 0.5 low cost inventories can 
typical of what may be American Stores....... 109.4 11444 46 38.7 2.9 be capitalized by increas- 
expected to result from Pibeiedies aban malian ing the cost of the finished 
governmental experimen- product to the consumer. 
tation, regulation and the Any attempt to mark up 
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prices faster than the recovery of con- 
sumer purchasing power may easily de- 
feat its own purpose by curtailing sales. 
For the most part, industry last year 
operated at a stable price level, the 
greatest relative price advance having 
been placed into effect during the last 
half of 1933. In fact, in some fields, 
notably retail trade, prices were shaded 
last year, while in others such as the 
packing industry and certain divisions 
of the food industry, further sub- 
stantial advances in prices occurred 
because of the increasing shortage of 
supplies. These latter groups, how- 
ever, were penalized by a 


Some idea of the heavy toll which 
taxes levied against earnings may be 
gained by examination of several rep- 
resentative reports. The Fisk Rubber 
Co., reported that taxes amounted to 
approximately 14 cents out of every 
dollar of net sales—or two times the 
company’s net profit of 7 cents on every 
dollar of sales. 

Due to the provision in the Revenue 
Act of 1934 requiring income tax re- 
turns of individual corporations instead 
of on a consolidated basis, Federal in- 
come tax of Westinghouse Electric 
amounting to $477,745 was in excess 





been beter than for business and indus- 
try as a whole when the complete 
figures are made available. 

In 1933 the published reports of 
nearly 2,000 corporations in all lines 
of business showed earnings of some 
$1,045,000,000. A preliminary report 
issued by the U. S. Treasury Depart- 
ment, however, covering all corpora- 
tions indicate a loss of $2,359,000,000 
in 1933. The implications of these 
figures are too important to disregard. 

Examining the figures of the Treasury 
Department for the period 1919-1933, 
it is found that the percentage of 

net income to gross 

















loss in tonnage sales. — for manufacturing cor- 
With prices retaining porations had a range 
their status quo in the ma- Corporate Profits in Leading Industries from the _ high _ point 
jor section _of industry Net Profits Are Shown After Depreciation, Interest, Taxes, and | of 6.68% in 1919 to a 
such companies were with- Other Charges and Reserves, but Before Dividends deficit of 5.97% in 1932. 
out means of compensa- —_ (tn ‘Thonsands of geen ™ “ The average for the period 
: A " e er : . 
tion for increased wages, ang Coa Cent was 3.5%, while if the 
shorter hours, and a heav- oo ¥" ae aa wade pe — years in which deficits 
ily enlarged tax bill re- CO. lca oo were shown, 1921, 1931 
sulting from the imposi- We PIs oeiicc es seavs es 2,158 4,203 + 94.8 and 1932, are omitted the 
tion of processing and 8 Automobiles.............. ‘Th 91,885 98,802 7.6 average margin of profit 
other new taxes. Inevit- re poe Ancousories.......... “a pi aan shes in the years of fairly good 
ae” 5 EOE Sr ea a z — 21. e ; ie 
ably, profit margins suf 63 Building Materials........ 699 SE ova. business was slightly bet 
fered. a 18} Chemicals................ 50,754 64,165 + 26.4 ter than 3.75%. 
The automobile indus- 12 Coal Mining.............. D- 7,861 6,899 ....... In other words, out of 
try was one of the princi- . ee nae Price Peg _ = every $1 of gross busi- 
" ° ' rugs an unaries....... '. 9! . P 
pal sufferers of this con 21 Electrical Equipment. ..... D- 3,178 Eo sinne ness transacted by all 
dition, largely as a result 57 Food Products—Misc...... 53,625 60,999 + 12.7 = | manufacturing concerns in 
of higher labor outlays, 30 Household Goods and Sup. 16,209 22,358 + 37.9 the United States, less 
with intense competition 83 os se need ventas og pad D- a. eheves than 4 cents remained 
eee . 60 achinery and Tools...... - 8, ENLY thee reas : : cn 
for volume limiting retail 16 Meat Packing............. 21,826 28,879 + 9.4 with which to pay divi 
price increases. The situ- - tate Cee...... 84,137 92,782 4 10.3 dends. The remaining 96 
ation is exemplified in the 16 Mdse.—Dept. Stores...... 111 ee cents was absorbed by 
1934 report of Chrysler 25 Mdse.—Wholesale, etc. .. . 6,189 6,099 + 30.9 wages and salaries, mate- 
21 Mining, Non-ferrous....... 14,582 20,319 + 39.3 : : aS 
Corp. Despite the fact 22 Paper and Products....... 1,816 8,047 +343.1 rials and supplies, taxes, 
that the company’s unit 82 Petroleum................ 17,666 21,808 + 23.4 | interest charges, other ex- 
sales set a new high record 13 Railway Equipment........ D- 10,630 D- 6,989 ....... penses and reserves. 
and dollar sales increased 18 Rubber Tires, etc......... 11,682 11,673 + 0.4 It is not pleasant to con- 
51% over 1933, net earn- ae ne ae inte 44> = — + a template, therefore, what 
. a C 15 Silk and Hosiery.......... 2,399 1,189 — 50.4 ? : re 
ings declined 21%. 1 GI cerccesss<..5--2... D> aD ee would happen to this slim 
National Lead Co., one 17 Textile Products—Misc... . 5,341 1,614 — 69.8 | margin of 4 cents should 
of the leading metal and 17 gi maginele al vse yc . pone + 12.6 | industry be further bur- 
“ ; ere y ee . 
— producers, it 98 Miscellaneous—Mfg....... 57,466 72,034 + 25.4 | dened with the weight of 
tered a gain of nearly 54 Miscellaneous—Services... D- 853 WD 2.5. rigid codes, punitive taxes 
$10,000,000 in sales last From a compilation made by the National City Bank. | and perhaps unemploy- 
year—a genuine increase D—Deficit. | ment insurance. That in- 
for there has been no in- | dustry has fared as well as 
crease in the price of the — : we —___—___. it has, while subject to the 











company’s products for 

two years—but operating income of $2,- 
759,030 was slightly less than in 1933. 
Last year Johns-Manville employed 
nearly two-thirds as many workers as 
in 1929, despite the fact that the vol- 
ume of business was only 40% of 
1929. The hours worked per man 
per week in 1934 were about 30% 
less than in 1929 and, by the end of 
the year, the average hourly earnings 
per man were only slightly less than the 
1929 level. United States Steel in- 
creased the number of its employees 
10% but the total payroll increased 
almost one-third. 
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of the company’s consolidated net in- 
come of $189,562. Taxes paid by the 
Kroger Grocery & Baking Co., were 
estimated as having been equivalent to 
$9 a share, 7.8% of sales and 34.3% 
on invested capital. One of the com- 
pany’s dairy plants paid no less than 
twenty-nine different taxes last year. 
These instances which have been 
cited are by no means isolated ones but 
are typical of the experience of all 
industry in its struggle to emerge from 
depression. As a matter of fact it is 
quite possible that the showing by 
typical companies will prove to have 


normal forces of intensive 
competition and the abnormal changes 
in the pace of general business, has 
been possible almost entirely through 
its own efforts. 

From 1929 to 1933 there was a gain 
of 15% in man-hour productivity. In 
the face of an unprecedented depres- 
sion improvements have been achieved 
in the methods of producing raw ma- 
terials and in the methods of transpor- 
tation. Merchandising and distribu- 
tion have gained in efficiency. All of 
which has been accomplished by the 
initiative, foresight and enterprise of 

(Please turn to page 695) 
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AMERICAN SUGAR 





Costs Up, Profits Down 


HE American sweet 
tooth apparently is in 
no danger of suffer- 

ing from a lack of sub- 
stance. The supply is ample 
for every need, and the 
look ahead should cause no 
apprehension that the 
source of this supply is 
likely to dry up. Indeed one 
of the chief difficulties of 
companies engaged in the 
production or the refining 
of sugar, or both, has been 
that Nature and man have 
conspired to bring forth a 
plethora of sugar, resulting 
in severe competition and 
low prices that cut heavily, 
_ if they did not eliminate 
entirely, the profit margin. 
Neither the business of 
producing raw sugar nor of 


As Able Management Maintains Largest Re- 


finer in Dominant Position in Troubled Industry 


By Grorce W. Matuis 


Then, too, fol- 


this year. 
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But it’s always “some- 
thing” in the sugar indus- 
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refining it for general use has been one 


of music and flowers. 


The problems 


that have confronted the sugar indus- 
try throughout the entire world have 
been such as to furrow the brows of 
Cartels 
and agreements have not been equal 
to the task of solving those problems, 
and the industry is still faced with a 
future with many interrogation points 


sundry sugar managements. 


looming on the horizon. 


The Jones-Costigan Act which be- 
came effective in June, 1934, was cal- 
culated to improve the position of the 
American sugar refiners and producers. 
It limited raw sugar supplies in the 
domestic market, but it also restricted 
the importation of refined sugar from 
Cuba and our insular possessions. Some 
benefit was reflected in the operations 
of the American Sugar Refining Co., 
the leading organization in the sugar 
refining business in the United States. 

Prior to the passage of this bill, and 
during the early months of 1934, there 
were continued declines in the price 
of raw sugar, due largely to importa- 
tions from the Philippines, and other 
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stance may operate favor- 
ably, another will result diametrically 
opposite. This year will see the ter- 
mination of what is known as the 
Chadbourne Plan. This was a plan 
devised by a New York lawyer, from 
whom the name is derived, which was 
intended to limit the world production 
of raw sugar, permitting the surplus 
then existing to be reduced or elim- 
inated. The limiting of production 
was to be such as to permit of the 
marketing of at least 20% of the sur- 
plus, without exceeding the quota 
which the plan set up. The signers of 
the agreement were Germany, Czecho- 
goods, sold under the trade names of slovakia, Poland, Belgium and Hun- 
“Domino” and “Franklin.” But the gary, all beet sugar producers, and 
company also is a producer of raw Cuba and Java, among the cane sugar 
sugar, through a subsidiary in Cuba, exporters. It was estimated that the 
the Central Cunagua, which owns ex- signatories to the plan represented 
tensive cane sugar lands and two mod- about seven-eighths of the world export 
ern sugar mills on the island. The supply. 

immediate future for these activities Students of the sugar industry are 
may be more satisfactory than the near not agreed as to the benefits of the 
past has been for the reason that since Chadbourne Plan. It did limit produc- 
1930 Cuba has restricted production tion in the countries operating under 
under a five-year plan, and this plan the plan, but those outside of the 
expires by limitation in September of plan actually increased their output. 


of our island possessions, caused by the 
desire to get the sugar into this coun- 
try before the law became effective. 
By reason of these declining prices, 
the American Sugar Refining Co. was 
able to obtain large supplies of raw 
sugar at low costs. Since it was to be 
expected that refined sugar would be 
sold at higher price levels the company 
was justified in making large accumu- 
lations of the raw product. 

Primarily the American Sugar Re- 
fining Co. is engaged in the business 
of refining raw sugar, and it has built 
up a wide demand for its packaged 
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If the restrictions imposed by the 
Chadbourne Plan are removed is it 
likely to result in large gains in pro- 
duction? It would seem so, unless 
something is adopted in place of that 
plan that will continue to limit output. 

Cessation of restriction of any kind 
on production could be regarded as a 
bullish factor for American Sugar since 
not only would it provide a possible 
means of utilizing Cuban acreage pre- 
viously abandoned, but also tend to 
reduce the cost of raw sugar from 
Cuba and allow a wider margin for 
profits between the raw and the refined 
product. 

The beet sugar industry of the 
United States already is up in arms 
over the alleged dumping of Cuban 
raw sugar in the British market, where 
it is insisted the price received is less 
than the actual cost of production. The 
sugar beet growers of the United States 
who are against the trade agreement 
with Cuba, which reduces the duty to 
.9 of a cent a pound, already have 
asked Congress to investigate this al- 
leged dumping, but have not yet 
launched a concerted fight for the abro- 
gation of the agreement. 

Despite all of the constantly shifting 
conditions -in the industry, and the 
continued uncertainty ahead, American 
Sugar Refining Co. was able to earn 
$3.56 a share on the common stock in 
1934, which compared with $4.03 a 
share on the stock the previous year, 
and with $3.01 a share in 1932. The 
regular dividend was 


Jaronu, respectively, completed their 
17th and 13th crops, and their 4th crop 
under Cuba’s Five-Year Plan, leaving 
about 25,000 acres of cane, or about 
27%, unharvested. These properties, 
after depreciation of $650,000, show 
a loss of $41,652. By Cuban decree, 
the Centrals were allowed a 1935 
quota of 547,747 bags of 325 pounds 
each. 

“The year,” further says the report, 
“has been a difficult one for all branches 
of the industry. The fluctuations in 
the price of raw sugar were wider than 
for several years and had the usual un- 
favorable effect on refining prices. Un- 
der Cuban control measures, about 
40% of the production of the Cuban 
Centrals was sold in the world market, 
where prices were below the cost of 
production, which offset, to some ex- 
tent, the rise in the price of Cuban 
raw sugar in the United States mar- 
ket during the latter months of the 
year.” 

The N R A and A A A added ma- 
terially to the company’s costs for labor 
and supplies in 1934. The report esti- 
mates that these increased costs were 
equal to about $3 a share on the com- 
mon stock, and that taxes amounted to 
about $2 a share on the stock. This 
largely explains why the company’s 
profits failed to reach the estimates of 
earnings that had been made earlier in 
the year. 

Somebody once said that American 
Sugar would do very well if it were 





1922, 


a consent decree entered, in 
under which the company was forbid- 
den to acquire any more stock in com- 


peting companies. The Government 
gave the company a pat on the back 
for the excellent conduct of its admin- 
istrative affairs, but for the next three 
years there were no dividends forth- 
coming for stockholders. 

With the exception of this lapse, and 
one in 1928, the company has paid 
dividends in varying amounts since 
1891, and only once, since 1922, has 
it failed to earn the full dividend 
requirements on its 7% preferred 
stock. Through the years of the de- 
pression it has maintained unusually 
stable earning power, despite the con- 
stantly changing aspects of the sugar 
industry. 

Since the bulk of the company’s 
business is refining, anything that oper- 
ates to narrow the margin between the 
cost of raw sugar and the price obtain- 
able for the refined product works 
against profits. While it is well forti- 
fied to meet domestic competition, since 
its rivals must face the same problems 
that it does, it finds the importations 
of refined sugar from Cuba and our 
insular possessions a constant and a 
growing menace to its profits. 

The fixed quota of the amount of 
refined sugar that may be shipped into 
this country from Cuba and our island 
possessions is slightly more than 540, 
000 long tons, of which Cuba is al- 
lowed a little more than 339,000 tons. 

Cuban refined sugar 








maintained on the 
7% preferred stock, 
and $2 annually was | 
disbursed on the 
common shares. This | 
contrasts with an 


annual average of | Year 
about $7 a share on [eC eee 
the junior issue paid | 1988....... 
since the organiza- | IPED ws. 
tion of the company | ae 
in 1891, = = 
On January 1, of _ | eee 
this year the com- | 4£883......: 
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pany redeemed $1,- | 
515,000 of its 15 | 
year 6% bonds, due 





Net Income and Earnings Per Share of | 


American Sugar Refining Co. 


Preferred Common jEarned Per Share 

Net Income Div. Div. Pfd. Common 
$3,585,938 $3,149,986 $2,249,995 $7.97 $0.97 
6,568,611 3,149,986 ....... 14.60 7.60 
6,928,794 3,149,986 1,687,496 15.40 8.40 
5,957,134 3,149,986 2,249,995 13.24 6.24 
4,576,884 $3,149,986 2,249,995 10.17 8.17 
4,504,408 3,149,986 1,124,998 10.01 3.01 
4,965,065 3,149,986 899,998 11.03 4.03 
4,752,353 3,149,986 899,998 10.56 3.56 


t Based on 450,000 shares each of Preferred and Common Stock. 
(a) After deducting{$10,000,000 for previous losses and reserve for Cuban properties. 


) is subject to a duty 
of .954 cents a 
pound, while the do- 
mestic refiners must 
pay a duty of .963 


competition from 
Cuban and _ insular 
refined sugar is 


| 

—, | cents on enough 
Surplus | Cuban raw sugar to 
$16,556,583 make a pound of re- 
19,975,208 | fined sugar here. 
21,783,520 | There is no duty on 
22,043,495 | refined sugar coming 
20,798,545 | from the Philippines 

20,851,548 | or Puerto Rico. 
(a) 11,603,139 That there is rea- 
12,904,298 son for the fear of 








in 1937, thus com- 





pleting the retire- 

ment of the entire issue of $30,000,000, 
put out in 1922. This wipes out the 
funded debt, leaving capitalization con- 
fined to 450,000 shares of 7% cumu- 
lative preferred, of $100 par value, 
and the same amount of common 
shares of like par value. 

The company’s 1934 Cuban opera- 
tions again were written in red figures, 
but the loss was small. Commenting 
on this, the annual report says: 

“In Cuba Centrals, Cunauga and 
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left alone, basing this assertion on the 
fact that back in the "90s the com- 
pany had paid regular dividends on its 
common stock at the rate of $12 annu- 


ally, for a period of six years. In one 
year it paid $21.50 a share. 
This was before the Government 


began its dissolution action against the 
company, under the anti-trust laws, in 
1910. This suit dragged on for years, 
and the Government did not get very 
far. It did, however, succeed in having 


shown by the mai- 
ner in which importations of this sugar 
have increased in the past. In 1925 
Cuba shipped 1,182 tons of refined 
sugar to this country, while in 1933 
she sent 439,319 tons. Puerto Rico, in 
1925, exported to the United States 
only 707 tons. In 1933 this had risen 
to over 97,000 tons. From the Philip- 
pines we received 2,647 tons in 1925, 
and in 1933 we had 61,700 tons from 
the same source. Every pound of this 
(Please turn to page 695) 
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Buying Established Earning Power 


Stocks of Companies Which Have Demonstrated an 
Ability to Show Profits Under Both Favorable and 
Unfavorable Conditions — Higher Levels Justified 


SELECTED BY THE MaGazINE OF WALL STREET STAFF 


American Snuff Co. 


F the several major divisions of 
the great tobacco industry, the 
manufacture of snuff has always 
been the least spectacular and probably 
comparatively few people realize that 
the business of manufacturing and dis- 
tributing snuff has enabled three siz- 
able companies to achieve an impres- 
sive record of consistent earning power 








Earnings Per Share Recent Divi- Yield 
1934 1933 Price dend % 
$4.05 $4.12 $65 $3.00 4.6 








and dividends. These companies, the 
American Snuff Co., George W. Helme 
Co., and the U. S. Tobacco Co., have 
gone their respective ways since 1911 
when the former American Snuff Co. 
was declared by the Supreme Court to 
be a monopoly and ordered to divest 
itself of control of the other two. 

Some measure of the inherent sta- 
bility of the business is gleaned from 
the earnings record of American Snuff. 
During the past thirteen years net in- 
come of the company has held within 
the range of $2,194,000 and $1,640,- 
150. Dividends have been paid to 
common stockholders continuously since 
1902 and regular payments have been 
augmented frequently by extras. Ac- 
tivities of American Snuff are confined 
principally to the Southern states and 
while the intensive competition char- 
acteristic of the tobacco industry pre- 
vails, a comparison of the earnings of 
the leading companies discloses no signi- 
ficant changes in their respective share 
of the market. 

Last year American Snuff reported 
net income of $1,972,542, after depre- 
ciation, Federal and processing taxes. 
In 1933, net amounted to $2,002,092. 
After payment of dividends totalling 
$215,454 on the 6% preferred shares, 
earnings on the common in 1934 were 


682 


equal to $4.05 a share on 433,100 
shares. On the same basis, the common 
earned $4.12 a share in 1933. 

The moderate decline in the com- 
pany’s profits last year doubtless reflects 
higher costs, inasmuch as total snuff 
production gained about 838,000 
pounds to 37,164,170 pounds. Earn- 
ings, however, were wholly adequate 
to cover the regular dividend of $3 a 
share on the common, as well as per- 
mit the payment of a 25-cent extra 
early this year. A similar extra was 
paid in 1934. 

With earnings, finances of the com- 
pany offer additional assurance with 
respect to the security of dividends. 
Current assets, including $2,314,000 
in cash, showed a ratio of about 15-to-1 
to current liabilities at the end of last 
year. On the basis of the regular 
dividend only, the shares, at 65, yield 
4.6%, which may be regarded as a 
good return, with allowance for the 
high degree of earnings stability and 
dividend security. 


General American 
Transportation Corp. 


HE General American Transpor- 
tation Corp., which until two 

years ago was known as the 
General American Tank Car Corp., en- 
gages in these major activities. Of these, 
the operation and leasing of railroad 
tank cars, refrigerator and other special- 
ized types of cars is the most important 
and contributes the bulk of the com- 
pany’s earnings. Next in importance is 
the construction and repair of railway 
freight cars and equipment. Of in- 
creasing importance, however, is the 
company’s comparatively recent entry 
into the field of storing and terminal- 
ing liquid products. General Ameri- 
can Transportation now owns the larg- 
est public liquid terminal storage fa- 
cilities in the world. These properties 


located in Texas and New York Har- 
bor have facilities to dock the largest 
size tankers in the export, import and 
coastwise trade. 

In the operation of car facilities, the 
transportation of food provides the :na- 
jor source of revenue by virtue of long- 
term exclusive operating contracts over 
more than 36,000 miles of important 
railroad lines. The company is the 
largest individual contributor to the 
Railway Express Agency pool of ex- 








Earnings Per Share Recent Divi- Yield 
1934 1933 Price dend % 
$2.91 $2.51 $35 $1.75 5.0 








press refrigerator cars and supplements 
the railroads’ service in suppling thou- 
sands of cars for packing house prod- 
ucts to many large and small meat 
packers, in addition to supplying most 
of the large and small dairy companies 
with its special type of refrigerated 
milk tank cars. In the tank car divi- 
sion, petroleum products are carried in 
substantial quantities but, in recent 
years, wider diversity has resulted from 
the increasing use of tank cars for 
carrying chemicals, alcohol, beverages, 
etc. 

Diversity of activities and the sus- 
tained demand for food and petroleum 
products have enabled the company to 
give a fairly profitable account of itself 
throughout the depression. The low 
level of earnings was reached in 1932, 
when profits were equal to $2.20 a 
share on the common stock. In 1933, 
per-share earnings rose to $2.51 a share 
and last year again increased to $2.91. 

Last year, funded debt, consisting 
principally of car equipment notes, was 
reduced $4,610,938 to $27,759,549 and 
bank loans, which totalled $1,300,000 at 
the end of 1933, were eliminated entire- 
ly. Common stock outstanding totals 
818,203 shares. Of current assets 
amounting to $12,043,998, the amount 
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of $5,364,022 was in cash and market- 
able securities and current liabilities 
were less than $3,000,000. 

Dividends are payable semi-annually 
and the last payment of 87!/2 cents, as 
against 50 cents previously, was at the 
rate of $1.75 annually. The shares, at 
around the 35 level, yield 5%, placing 
them in an attractive category for in- 
come purposes, substantiated by the 
company’s demonstrated ability to 
adapt itself successfully to shifting eco- 
nomic and business conditions. 


Hershey Chocolate Corp. 


HE Hershey Chocolate Corp. is 
the world’s largest chocolate 
company. It produces about 

45% of all the cocoa and chocolate 
consumed in the United States and in 
its single plant uses 240,000 quarts of 








Earnings Per Share Recent Divi- Yield 
1934 1933 Price dend % 
$5.53 $4.05 $75 $3.00 4.0 








milk and three carloads of sugar daily. 
Despite the fact that chocolate bars— 
plain and almond filled—retailing for 
5 cents and 10 cents each, account for 
more than half the company’s annual 
sales, this product has not been adver- 
tised since 1909. This makes the com- 
pany unique in the annals of American 
business. The balance of sales is made 
up by breakfast cocoa, chocolate syrup 
and chocolate coverings. 

Reflecting principally restricted pub- 
lic purchasing power and, to a lesser 
extent, intensive competition, the com- 
pany’s earnings dropped precipitately 
in 1932 to $4,737,765 from the peak 
level of $7,635,618 in 1931. A further 
decline of nearly half a million dollars 
was experienced in 1933 but last year 
the trend was reversed. Net income rose 
to $5,148,252, which in terms of the 
701,749 shares of common stock was 
equal to $5.53 a share, after dividends 
on the convertible preference shares. 
Per-share earnings in 1933 amounted 
to $4.05 and in 1932 and 1931 they 
were $4.72 and $8.73 respectively. 

While the possibility of a further 
rise in the cost of raw materials this 
year must be recognized, low cost in- 
ventories still on hand are understood 
to be substantial. Moreover, and in spite 
of the fact that chocolate bars are re- 
tailed at fixed prices, the company is 
able to exercise control over inventory 
costs by altering the size of the bar, 
while prices of products sold in bulk 
can be promptly adjusted to conform 
with changes in production costs. 
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Ahead of the common shares are 
271,351 shares of convertible prefer- 
ence shares, receiving dividends of $5 
annually, of which $1 is a participating 
dividend. Dividends of $3 annually 
on the common return a yield of 4% 
at recent levels around 75. A further 
recovery in earnings this year would 
strengthen the possibility of an increase 
in the common dividend, or the pay- 
ment of an extra. More than 500,000 
shares of the common are held in trust 
for the Hershey Industrial School, so 
that actual floating supply of the stock 
is small. 


Penick & Ford, Ltd. 


N 1933, Penick & Ford, Ltd., in- 

creased dividends on its capital 

stock from 25 cents to 50 cents 
quarterly and paid an extra of 50 
cents. Last year dividends were raised 
to 75 cents quarterly and an extra of 
75 cents paid. As might be expected, 
the advance in dividends in each in- 
stance foreshadowed better earnings. 
In 1933, profits increased more than 
85% and exceeded the average annual 
level for the five-year period to 1931. 








Earnings Per Share Recent Divi- Yield 
1934 1933 Price dend % 
$3.80 $3.70 $68 $3.00 4.4 








In 1934, however, actual profits were 
slightly less than in the preceding year, 
but the number of shares outstanding 
(370,000) at the close of the year were 
20,000 less, so that on a per-share basis 
earnings were equal to $3.80 a share 
as against $3.70 in 1933. 

Penick & Ford has forged steadily 
ahead in recent years and in its field 1s 
outranked only by the Corn Products 
Refining Co. The company’s prod- 
ucts with which the public is most 
familiar are such advertised brands as 
“Brer Rabbit” syrup and molasses and 
“Vermont Maid” syrup, “Douglas” 
starches and “Penick” salad oil. These 
and other packaged goods, however, 
make up only one-third of the total 
business. The company engages in the 
manufacture of various corn products 
and corn derivatives, the greatest por- 
tion of which is sold in bulk to manu- 
facturers of mayonnaise, textiles, soaps, 
alcohol and cattle feeds. Although 
these latter products are the more im- 
portant in point of volume, packaged 
food products are more important in 
relation to earnings than indicated by 
sales volumes. Profit margins are larg- 
er and consumption is given the inher- 
ent stability of the food industry. 





While the current year may not 
produce any further sizable gain in the 
earnings of Penick & Ford, it is not 
possible at this time to envisage any 
serious setback from the recent level. 
High corn prices seem likely to pre- 
clude any widening in profit margins 
but the competitive position of corn 
refiners, on the other hand, will be im- 
proved by the rise in sugar prices. 
Prospects, on the whole, therefore, of- 
fer reasonable assurance as to the se- 
curity of dividends. The company’s 
excellent financial position is likewise 
a fortifying factor. 

The security of the dividend is recog 
nized in the market value of the shares, 
which at 68 return a yield of 4.4%. 
With every indication, however, that 
low interest rates will prevail for some 
time to come, the market appraisal 
of Penick & Ford’s earnings and divi- 
dend is hardly excessive in terms of 
a sound income-producing medium. 


American Chicle Co. 


HE American Chicle Co., one 
of the three leading manufactur- 
ers of chewing gum in the 

United States, boasts a rather remark- 
able earnings record—remarkable for 
its stability in good times and bad. In 
the five-year period, 1929-1933, in- 
clusive, earnings averaged $4.09 a share 
on the company’s capital stock. Dur- 
ing this period the difference between 
the best and the poorest year, from the 
standpoint of earnings was only 67 








Earnings Per Share Recent Divi- Yield 
1934 1933 Price dend % 
$4.51 $3.62 $75 $3.00 4.0 








cents a share. Per-share earnings last 
year of $4.51 were in excess of those 
for any year in the five-year period, al- 
though larger net income in several 
previous years was diluted by the larger 
number of shares then outstanding. 
Several factors account for the com- 
pany’s excellent showing. Perhaps the 
principal one of these factors is the low 
retail price at which its products are 
sold. This has proven a decided ad- 
vantage through the years of restricted 
purchasing power. No extensive manu- 
facturing facilities are required and the 
company has suffered comparatively 
little from increased labor costs. Capi- 
talization is simple; there is no funded 
debt and the equity is vested entirely 
in the capital stock, of which there were 
445,000 shares outstanding at the end 
of 1934. Since 1931, the company has 
(Please turn to page 698) 
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Used Cars 


Because of the remarkable manner 
in which new cars have moved into the 
hands of the public so far this year, 
there are some signs that a problem in 
used cars is developing. Admitting the 
point made by motor car executives 
that the present time usually shows 
dealers’ stocks of used cars at the peak, 
it is to be noted that “turn-in” allow- 
ances are becoming less liberal in cer- 
tain districts. Such a tendency, should 
it develop further, might well have the 
effect of cutting down somewhat the 
sales of new cars in coming months. 


* * * 


Timken’s Profits Up 


Reporting for last year, the Timken 
Roller Bearing Co. reported a net profit 
of $3,486,056, after interest, deprecia- 
tion, taxes, etc. This was equivalent to 
$1.44 a share on each of the 2,411,380 
shares of no-par common stock outstand- 
ing. For 1933, the company reported a 
profit equivalent to 90 cents a common 
share. Last year Timken benefitted 
from extensive programs of moderniza- 
tion and renovation in many heavy in- 
dustrial plants and also 


For Profit 
and Income 


posing a tax of one cent on every five 
cents spent on cigarettes, cigars or 
other forms of tobacco. By itself, of 
course, such a tax would not make a 
great deal of difference to the big 
cigarette companies, but it is feared 
that it will be an opening wedge. The 
state gasoline tax, the various forms 
of the discriminatory chain store tax 
all started quietly in one state and then 
spread like a plague afterwards. 


* * * 


Nowadays a Common Story 


Despite the fact that its sales in- 
creased from $231,000,000 in 1933 to 
$267,000,000 in 1934, National Dairy 
Products reported a smaller net profit 
in the latter period. For 1934 profit 
was equivalent to 93 cents a common 
share, compared with the $1.01 a share 
shown in 1933. In his letter to stock- 
holders the company’s president said: 
“The increase in sales did not result 
in increased earnings because of higher 
unit prices paid the farmer for milk, 
increases in payroll due in part to 
N R A, added cost of materials and 
supplies, and _ substantially higher 
taxes.” These remarks are the more 


























interesting for the reason that a thou- 
sand company presidents have said, or 
could have said, had they wanted, 
exactly the same thing. 


* * * 


Profits from Liquor 


The two most important American 
liquor companies certainly had a great 
year in 1934. National Distilllers 
Products reported a net profit of $11,- 
134,768, after depreciation, interest, 
taxes, etc. This was equal to $5.51 a 
share on each of the 2,022,083 shares 
of no-par common stock outstanding 
at the end of the year. In 1933 the 
company reported the equivalent of 
$3.23 a common share. The company’s 
sales in 1934 were more than $50,000,- 
000, compared with less than $16,000,- 
000 in 1933 and a mere $3,000,000 in 
1932. Although the total net profit of 


‘Schenley Distillers was little better than 


half that reported by National, per- 
share earnings were higher because of 
the fewer number of shares outstand- 
ing. Schenley’s profits for 1934 was 
equivalent to $6.63 a share, in addition 
to which the company credited directly 
to surplus $1,686,510, which was the 

net difference between the 





market value of whiskey 





from the activity in the 
automobile industry. Its 
business so far this year 
has held up well. 


* * 


The Cigarette Com- 
panies 


Despite the fact that 
the output of cigarettes in 
February was ahead of 
the corresponding month 
of 1933, the big manufac- 
turers experienced a sharp 
sinking spell towards the 
end of last week. The 
cause appears to have been 
the bill passed by the 








Company ate 
Amex#adae ......c2cscce0 
Am. Machine & Fdry.... 
Am. Water Works & El... April 3 Regular 25 cents. 
Beneficial Ind. Loan..... 


California Packing ....... 
Cerro de Pasco......... 
Cluett, Peabody......... 
Continental Can......... 
General Cigar.......... 
Loose-Wiles Biscuit... .. 
Nash Motors........... 
National Steel.......... 
Procter & Gamble....... 
Union Oil of Cal......... 
Woolworth (F. W.)...... 


Coming Dividend Meetings 


"Approx. Probable Action 


(on the common) 
April 3 Regular 50 cents. 
April 10 Regular 20 cents. 


April 3 Regular 37[cents. 
April 9 Regular 50 cents. 
April 11 
April 2 Usual 50 cents. 
April 2 Regular 25'cents. 
April 10 Regular 60 cents. 
April 5 Regular $1. 

April 1 Regular 60 cents. 


April 8 Regular 25 cents. 


Same as last quarter—3714 cents. 


April 8 Less than regular 25 cents. 
April 10 More than regular 25'cents. 
April 9 More than regular 3744 cents. 


April 10 Regular 60 cents and extra. 


destroyed by fire (covered 
by insurance) and the fig- 
ure at which the com- 
pany was carrying it upon 
the books. Stockholders 
may wonder why, in view 
of these earnings, divi- 
dend payments on the 
part of the liquor com- 
panies have been few and 
far between. The reason 
is that they need almost 
all their earnings either to 
built up inventories or to 
develop their market. 
Later, when these things 
have been done, undoubt- 
edly stockholders will be 
treated more liberally. 
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Taking the Pulse of Business 


— Steel Demand Recedes 


N the face of declining 
prices for stocks, com- 
modities, and _ second 

grade bonds our index of 
Business Activity has ad- 
vanced to a new high for the 
year and is within a point 
or two of the best level 
reached since the banking holidays in March, 1933. On the 
face of things these curiously conflicting trends are rather 
puzzling. The Common Stock Index, which has been sagging 
persistently since early in January, has sunk to the low- 
est level in two years; yet the physical volume of business 
has been expanding since early in November. Obviously 
these divergent trends can not persist indefinitely. In our 
view the market has been discounting a recession in the 
business pace. For with all due allowance for the possibility 
that speculators and investors may have been unduly fright- 
ened over the legislative program at Washington, disintegra- 
tion of the New Deal structure, the race for armaments and 
threats of an international currency war, the fact remains 
that current business conditions are not so good as the usual 
indexes imply, nor is the nearby outlook so favorable as it 
was a few months ago. 

The soaring cost of food had already been at least partly 
responsible for a considerable recession in tonnage sales of 
meat products, and this has begun to affect live stock prices 
unfavorably. The sharp decline in cotton has had the usual 
effect of causing merchants, middlemen and producers to 
withhold orders in expectation of buying cheaper later on. 
A declining stock market has curtailed department store 
sales, especially in the New York metropolitan area. As 


— Silver at New High 

— Oil Output Rising 

— Packers’ Sales Fall Off 
— Textile Outlook Clouded 


yet, this slowing down in the 
consumers’ goods field has not 
been reflected in the ordinary 
indexes of business activity, 
which are based chiefly upon 
the output of heavy goods in 
which considerable stocking 
up is taking place in anticipa- 
tion of possible labor trouble and probably higher freight 
rates—especially as to coal. Thus the rise in production of 
coal and automobiles, and consequently in the volume of 
car loadings, of recent weeks has been abnormally rapid for 
the time of year and is obviously partly artificial. Since 
present wage contracts under the soft coal code expire April 
1, and a decision in the railway freight rate case is ex- 
pected shortly, a rather abrupt drop in the Business Activity 
index beginning early in April should occasion no surprise. 
Apparently it is such a recession that the Common Stock 
Index has been discounting. 

Since important movements in Raw Material Prices usu- 
ally precede a corresponding change in the trend of whole- 
sale prices, retail prices and wages, in the order named, the 
slump in our Raw Material Price index of recent weeks can 
scarcely be regarded as reassuring; especially after contem- 
plating the probable reasons for this weakness. Naturally 
the drop in sterling, with its implied threat of ultimate de- 
valuation of gold bloc currencies, has brought pressure upon 
staple commodities which enjoy an international market— 
notably those, such as cotton, for which world prices are 
made in England. That pressure upon gold bloc currencies 
is no longer conjectural may be seen in the recent establish- 
ment of foreign exchange control by Belgium, somewhat 
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after the pattern of Italy and Germany. This means that, 
in effect, Belgium is now off the gold standard. Another 
unsettling factor has been the slump of $10 a bale in prices 
for raw cotton, occasioned by the topheavy condition created 
by attempts at artificial price boosting which have repeatedly 
collapsed in previous experiments with other commodities. 
And finally comes the fear that the approaching abridg- 
ment of NRA activities may usher in another period of 
deflation. Employers, who have endured the rather onerous 
labor obligations imposed by the codes for the sake of off- 
setting benefits derived from the fair practice provisions, 
are likely to resume wage cutting if deprived of other pro- 
tection against competition now offered by the codes. 


The Trend of Major Industries 


STEEL—Threats of revising or abolishing the steel code, 
loosening of price controls and attacks on the basing point 
system of quoting prices have caused steel buyers to hold off 
the placing of orders in hopes of obtaining lower prices. 
Meanwhile the steel ingot rate has sagged to 47% and may 
possibly fall lower before depletion of consumers’ stocks 
again forces out enough orders to warrant more active 
operations. The circumstance that automobile production 
is still expanding, and probably will not reach its seasonal 
peak for yet another month, coupled with a high rate of 
activity in agricultural implements, has prevented anything 
approaching demoralization in steel output schedules; 
though further reductions of only a few points would throw 
many companies back into the red. The trade fears now 
that closing down of bituminous coal mines after April 1 
may have a rather depressing effect upon business sentiment. 


METALS—Persistent buying by China, India, and the 
U. S. has forced the price of silver up beyond 59 cents, a 
new recovery high. Tin quotations have receded to around 
46.5 cents under pressure of lower prices for sterling and 
continued distress liquidation from abroad. Blue Eagle 
copper thus far in March has been moving at an average 
rate of slightly better than 2,000,000 pounds daily; but the 
market is glutted with scrap obtainable around 73% cents, at 
which price the red metal is also being laid down at Euro- 
pean ports. Lead has been advanced 1/20th of a cent since 
our last issue. Owing 


daily. Meanwhile stocks of crude and refined products con- 
tinue to gain over last year’s records, and the Oil Adminis- 
tration has ordered a reduction of 1,340,000 barrels in the 
production of gasoline for April, thereby aiming to effect 
a reduction during the month of 1,520,000 barrels in re- 


finery gasoline inventories. Though the spread between 
refined and crude prices remains rather low, first quarter 
profits of the industry will be considerably better than be- 


fore the Government stepped in. 


MEAT PACKING—The meat packing industry is run- 
ning into a period of slack production traceable to the 
destruction of 6,000,000 pigs under the A A A, along with 
a reduction in weight and numbers resulting from the 
drought. Selling prices have not kept pace with the swift 
rise in cost; so that current production of meat products is 
at a loss after the processing tax of $2.25 per cwt. The 
large packers are still able to derive profit from increased 
inventory values; but several of the smaller packers, whose 
limited capital compels hand-to-mouth buying, have been 
forced to close their plants. 


TEXTILES—Though reduced activity in the cotton in- 
dustry is traceable to the decline in raw cotton which is 
having the effect of causing buyers to hold off for still 
lower prices, the fact remains that, even in more normal 
times, the industry suffers from over capacity. Many mills 
are working with old equipment, and consequently on such 
a high cost basis that competition from the more modern 
mills must inevitably drive the inefficient out of business. 


SHOES—The shoe trade estimates that high food prices 
may cut shoe sales this year by perhaps 5%, and the Tan- 
ners’ Council of America has warned producers to keep 
constant check on their operations. 


Conclusion 


Although many of the usual indexes continue to show ex- 
pansion in Business Activity, a considerable portion of this 
seeming improvement represents an unhealthy stocking up 
of heavy goods in anticipation of labor trouble in the bitu- 
minous coal fields and higher freight rates. The sharp decline 
of recent weeks in our 
indexes of Common 





to a relative high rate 
of automobile produc- 
tion, all of the non-fer- 
rous metals are being 
consumed at a fairly 
satisfactory rate. 
World stocks of refined 
copper were reduced by 
about 17,000,000 
pounds in February, 
with stocks in North 
and South America 
showing a drop of 21,- 
000,000 pounds. 


INDEX SCALE 
| 


PETROLEUM — 
Production of crude 
during the past fort- 
night exceeded the Fed- 
eral allowable by an 
average of 47,000 bar- 
rels daily, though the 


mot of bt of io | .......... we ot 
East Texas has been Hides and leather....... down 0.6 

ENON 6 os a eaens dw oe down 0.4 
throttled down to Fuel and lighting....... down 0.1 





around 30,000 barrels 


Tut Trenp OF COMMODITY PRICES 


US DEPARTMENT OF LABOR INDEX -1926*100 





1914 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 193! 1932 1933 19341935 


Changes in Major Commodity Price Group for the 
Fortnight Ended March 16, 1935 


Stock and Raw Mate- 
rial Prices, in conjunc- 
tion with disturbing 
financial developments 
abroad and disquieting 
political conditions at 
home and abroad, point 
to a rather sharp cur- 
tailment in the physical 
volume of business be- 
fore many weeks shall 
have elapsed. About 
the only favorable de- 
velopment since our last 
issue has been the 
launching of refunding 
operations on a rather 
large scale, made pos- 
sible by the unusually 
low Cost of Business 
Credit, in conjunction 


NVI XICNI 


SNE iat nino og ois & o'60 0 no change : . : 

Building materials... down 0.1 with S E C’s rag e 
On ere down 0.1 requir 

Housefurnishings ....... no change . q ements trom ¢ “4 

Miscellaneous .......... down 0.9 issuers of new securi- 





ties. 
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of Wall Street’s Indicators 


Common Stock Prices Index 








1934 Indexes * 1935 Indexes 
—————. Numb 
High Low Close of asec (1925 Close—100) High Low Mar. 9 Mar. 16 Mar. 23 


71.2 45.0 654.6 288 COMBINED AVERAGE... 56.4 43.0 46.0 43.0 45.4 


















105.7 44.2 87.0 5 Agricultural Implements.. 88.1 66.7 73.3 66.7 69.7 
42.3 20.2 27.1 6 Amusements.. he . wea 27:8 19:4 25:8 164 
68.9 35.2 55.5 13 Automobile Accessories - 57.4 44.6 49.3 446 47.9 
24.9 11.8 14.2 13 Automobiles 16.8 9.3 10.1 9.3 9.9 
92.6 43.6 60.1 5 Aviation (1927 a gl - 60.1 41.3 43.4 41.3 47.9 
17.4 8.7 9.2 3 Baking (1926 Cl.—i00).. » | 7.9 8.6 7.9 8.3 

240.9 153.6 191.8 2 Bottles & Cks. (i982 166). 1.0 184.9 191.0 184.9 186.1 

136.0 100.0 131.6 4 Business Machines........ i 33.4 114.1 119.7 114.1 116.6 

229.5 178.9 227.5 "gS SRE ree 244.7 226.1 240.7 231.4 235.9 

210.5 134.3 167.2 NOE so in idie!s. 0 e:eiesc.p< 169.9 144.6 151.8 144.6 149.1 
37.2 22.1 28.8 I een 31.4 22.6 23.9 22.6 23.8 
70.1 40.1 43.8 RG oe iisa bcienicweneoe 47.2 35.7 38.2 35.7 38.6 
37.0 25.7 32.0 2 Dairy Products............ 33.1 28.2 32.3 28.9 28.2 
26.8 16.4 21.2 8 Department Stores........ 22.0 16.5 18.7 16.6 17.1 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 57.1 62.2 657.1 58.4 
91.3 659.1 78.7 3 Electric Apparatus...... eos 88.2 70.2 14.9 70.2 72.7 

211.2 103.8 211.2 2 Finance eee. .2 211.2 222.2 215.4 220.9 
64.0 61.1 58.3 7 Food Brands... : 3 62.5 55.3 53.5 652.5 
71.1 65.1 55.7 4 Food Stores....... 4 47.2 47.5 47.2 48.0 
58.8 36.2 45.4 3 Furniture & Floor Coverings rtf 4 33.9 35.9 33.9 933.9 

1372.0 1106.0 1164.9 S Gol MI, «. . 5. co secs 1204.5 1062.4 1161.4 1141.6 1147.4 
35.6 25.1 35.6 56 H hold Equip e. 37.9 35.3 36.5 35.3 35.6 
31.8 19.3 20.8 4 Investment Trusts......... 20.8 17.0 17.9 17.0 17.2 

295.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 264.3 231.0 247.8 233.7 231.0 
63.4 34.2 44.2 eS ee 44.7 36.0 36.0 36.3 937.4 
88.6 51.9 62.0 3 Meat Packing............. 2 42.4 3 42.4 44.8 

160.1 117.4 127.8 11 Metal Mining & Smelting. . “ 109.4 114.4 109.4 113.4 
86.8 52.0 58.2 eo ee - 61.38 638.2 61.3 63.2 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21 6 15.9 16.8 15.9 16.1 
72.8 32.1 34.8 18 Public Utilities............ 34.8 23.0 24.9 23.0L 29.4 
66.2 34.9 43.9 8 be ee Equipment....... 43.9 29.3 31.2 29.3 30.7 
52.0 24.5 25.8 25 EEE 26.7 16.8 17.8 16.8 17.9 
15.9 6.0 8.8 3 wer ES 8.9 5.3 6.0 5.3 5.6 
50.2 28.9 41.6 3 Shipbuilding 43.4 28.5 31.3 28.5 32.9 
3 § 0 42.0 654.4 10 Steel & Iron.. 57.4 37.6 42.5 37.6 40.2 

1.3 20.4 22.2 5 re 26.2 21.1 244 22.5 23.5 

aia. 0 131.5 143.2 Se, ROMMEMI ies icin bicis: wins oes 143.2 125.0 126.5 125.0 128.8 
70.3 40.2 45.2 3 Telephone & Telegraph. . 45.5 342 37.6 342 36.1 
65.8 37.5 47.8 Nas on gincwcieeie's 60.4 35.4 38.4 35.4 37.4 
14.6 7.6 9.0 5 Tires & Rubber........... 9.3 6.2 6.9 6.2 6.6 
88.6 66.5 84.7 ie eee ee 87.6 177.7 2.8 81.2 77.7 
73.5 43.5 65.0 i eee 66.8 51.0 58.6 651.0 652.2 

275.5 43.6 258.2 ee 258.2 224.2 241.7 224.2 225.5 


L—New LOW record since 1928. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


I am thinking of buying some Westing- 
house Electric common as a stock which 
would benefit equally in business recovery 
or credit inflation. I understand, too, that 
“leverage” is a favorable factor here. Do 
you favor its purchase now, or will it pay 
me to await lower prices?—P. A. 
Phoenix, Ariz. 


” 


In reflection of generally improved 
conditions throughout the country, new 
business booked by Westinghouse Elec- 
tric & Manufacturing Co. last year 
registered a gain of 47%, as compared 
with bookings for 1933. Marked gains 
were recorded in the sale of appliances, 
such as electric refrigerators, electric 
ranges, vacuum cleaners and washing 
machines, while equipment orders from 
the railroads and industrial concerns, as 
well as for naval vessels contributed to 
the showing. While last year’s profit 
of $189,563, equivalent to $2.37 a 
share on the 7% preferred stock was 
not large when compared with pre- 
depression results, it represented a 
marked improvement over the sizable 
deficits sustained in the previous two 
years. Financially, the company is in 
excellent shape despite the heavy losses 
sustained. As at December 31, last, 
current assets of $80,328,712, includ- 
ing cash and equivalent alone of 
$27,416,231, compared with current 
liabilities of only $6,122,180. The 
2,582,181 shares of common stock is 
preceded by only 79,974 shares of 
$3.50 preferred stock, there being no 


funded debt. Since the preferred stock 
participates in earnings with the com- 
mon after $3.50 per share has been 
paid on the latter, the junior equity 
cannot be regarded as a “leverage” is- 
sue. On the other hand, the relative- 
ly small number of common shares out- 
standing suggests high per share earn- 
ings as the company’s business becomes 
more normal. The current year should 
witness further gains in appliance sales, 
although the railroads and public utili- 
ties will have to enter the market on a 
broader scale before earnings of the 
company may be expected to approach 
those of 1929, when the equivalent of 
$10.15 a share on the common stock 
was shown. On the basis of longer 
terms potential earnings, we feel that 
Westinghouse, common, is reasonably 
priced and that purchases at favorable 
market opportunities would ultimately 
prove most advantageous. 


MATHIESON ALKALI WORKS, 
INC. 


Is it true the earnings on Mathieson Al- 
kali common are considerably less than the 
dividend? If this is the case, do you be- 
lieve the dividend can be expected to con- 
tinue? Do you think its earning trend as- 
sures dividend coverage in the near future? 
Do you suggest holding?—B. H. Y., New 
York City. 


Report of Mathieson Alkali Works, 
Inc., for the year ended December 31, 
1934, revealed a net income of 


$1,165,836, equivalent, after dividend 
requirements on the 7% _ preferred 
stock, to $1.20 a share on the 830,714 
shares of common stock now outstand- 
ing. While these earnings were below 
annual dividend requirements of $1.50 
a share on the common stock and com- 
pared unfavorably with the previous 
year’s net income of $1,224,078, or 
$1.70 a common share, no immediate 
change in the present rate is indicated. 
As you may know, the number of 
common shares outstanding was in- 
creased last year by approximately one- 
third in order to raise funds to finance 
the company’s new plant at Lake 
Charles, La. Since that plant did not 
commence to function until recently 
the economies anticipated therefrom 
were not reflected in last year’s results. 
The principal products of the company 
are caustic soda, soda ash and chlorine. 
These items are widely used in the 
manufacture of plate glass, textiles, 
soap, paper, rayon, bottles and in nu- 
merous chemicals. Prices have been 
well maintained and an improvement 
in sales and earnings would seem as- 
sured as general industrial activity in- 
creases. The company’s new gypsum 
division is now understood to be op- 
erating at a profit and, with home 
construction giving promise of im- 
provement, may be expected to con- 
tribute liberally to future earnings. 
Financial condition is satisfactory and 
the common stock is preceded by only 
23,777 shares of $100 par 7% pre- 
(Please turn to page 693) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Advice! 


N Thursday, February 28th, 

we telegraphed our  sub- 
scribers to close out six stocks 
at the market. Within two 
weeks these stocks declined a 
total of more than 17 points— 
the Dow-Jones Industrial Aver- 
age dropping over six points. 


This timely advice saved thou- 
sands of dollars depreciation not 
only in these six stocks, but in 
other holdings. Our wires are 
accepted by our clients as an 
indication to contract or expand 
their positions. 


A Complete Market and Investment Program 


Only five stocks were retained in our three active 
departments—out of a maximum of 15 carried at one 
time—making our position over 66% liquid. Our 
subscribers, therefore, are prepared to make new com- 
mitments in sound issues at undervalued levels—as 
they establish a new technical base. 


You need THE Forecast, especially under prevailing 
market conditions. We render definite, continuous 
and unbiased counsel concentrating our recommenda- 
tions in a limited number of sound, active issues kept 
under our continuous supervision. Over a period of 
10 years, our methods have proven the most practical 
and beneficial to our subscribers. 


90 BROAD STREET 


dations checked below. 





Send me collect telegrams on all r 
had time to reach you.) 


C] TRADING 
ADVICES 


Cl UNUSUAL 


to four wires a month. 


= BARGAIN 
INDICATOR 





MARCH 30, 1935 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street, 
CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I understand that regardless of the 
telegrams I select I will receive the complete service outlined by mail. 


(Wires will be sent you in our Private Code after our Code Book has 


Short-term recommendations following important intermediate market swings. Three 
Three to five stocks carried at a time. $1,000 capital sufficient 
to act in 10 shares of all recommendations on over 50% margin. 


Speculative investments in low-priced issues that offer outstanding possibilities for mar- 


ket profit. Two to three wires a month. Three to five stocks carried at a time. $500 
OPPORTUNITIES 


capital sufficient to buy 10 shares of all recommendations on over 50% margin. 


Dividend-paying securities entitled to investment rating, with good profit possibilities. 
One to two wires a month. Three to five stocks carricd at a time. $1,000 capital 
sufficient to purchase 10 shares of all recommendations on over 50% margin. 


NAME .ccccccccccces socccccccccccccccceecsccevcceeececene CAPITAL OR EQUITY AVAILABLE... ...cccccccccccccccccccces 
ADDRESS 2. ccc ccc ccc ccc sr ccc ccc cece rece cece e ee ee see ree ccec seers cece eee sere e reser ceccercccceceeeeetece rece eeeeceesees 
CITY wc ccccccccscccccccccccecrceccccccccesessccesccsesceces STATE .cccccccccccccccccccccccccsccccsccccceccocers Mar. 30 


Our service will help you to safeguard your capital and 
equity during periods of market weakness. It will 
enable you to build up your account through profits 
during recovery phases of the market. Through its 
complete market and investment program, it will 
provide you with a constant protection against in- 
flation. We will tell you what and when to buy and 
when to sell. 


Now is the time to make judicious revisions in your 
portfolio and take an advantageous position through 
our current recommendations. To participate in their 
profit possibilities and our new advices as selected, 
mail the coupon below with your remittance—today. 


NEW YORK, N. Y. 


($125 will cover an entire year’s subscription.) 
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Dividends and Interest 














Placed on the market only 


four years ago, this product is 
today one of America’s most 


popular breakfast cereals. 


One of the products of 


GENERAL 
FOODS 


250 PARK AVENUE 
NEW YORK CITY 
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THE CUDAHY PACKING CO. 
Chicago, IL, March 20, 1935. 
The Board of Directors has this day declared 
the regular semi-annual dividend of three per 
cent (3%) on the 6% Preferred Stock of the 
Company and three and one-half per cent (34%) 
on the 7% Preferred Stock of the Company, pay- 
able May 1, 1935 to stock of record April 20, 
1935. Also the quarterly dividend of sixty-two 
and one-half cents (62%%c) per share on the Com- 
mon Stock of the Company, payable April 15, 
1935 to stock of record April 5, 1935. 
A. W. ANDERSON, Secretary. 





NEWMONT MINING CORPORATION 
Dividend No. 27 

A dividend of Fifty cents per share has been 
declared on the stock of this corporation, payable 
April 30, 1935 to stockholders of record at the 
close of business April 15, 1935. 

The Board of Directors requests that this dis- 
tribution be regarded simply as a return out of 
earned surplus and not the establishment of a 
dividend basis or policy for the future, formula- 
tion of which should not, in the opinion of the 
Board, be attempted at this time. 

H. E. DODGE, Secretary. 
March 19, 1935. 
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19383 1934 1935 test 
~ ~ A e 
A High Low High Low High Low 3/20/35 
Ni tRA heen etSSReees 80% 345 7334 45 555 373 39 
ee ects 59 ies) base: asd Seiko Bh 
B 
Baltimore & Ohio............... 87% 84% 3416 1234 165 7 8 
Brooklyn-Manhattan Transit. ||. ris ry ae Yee a 4 SY 
Cc 
Canadian weg IE icscaashesbes 20% 7 18 107 1334 93 95 
Chesapeake & Ohio... 1° 221/!7: 49, 94 ise 8k abe stk 
C. M. & St. Paul's 4 eee 11% 1 8% 2 8 1 1 
Chicago & Northwestern......... 16 1% 15 3% 55 ai 8 
Chicago, Rock Is. & Pacific... 10% 2 6% 1% 25 1 1% 
D 
Delaware & Hudson............ 9334 87 73% 35 4316 24 25 
Delaware, Lack. & Western... ‘om 34 8 St i 12 
E 
eer eesecccoccscece oe. 253% 334 24% 9% 14 1% ™% 
G 
Great Northern Pfd............. 3334 45% 324 124% 17% 95% 10 
H 
Hudson & Manhattan....... 19 64 128% 4 5% 234 8% 
I 
Sens MINN kk ve césciassd es 5034 8% 38% 1385; 17% 9% 9% 
L 
SEE WOT oa e65sickecbencacsbae 2734 8% 21% 9% 11% 5 6 
M 
Mo., Kansas & Texas.......... aan Oa 534 147 43 6 25 3 
Missouri Pacific................ 10 ne Ret HR it 
N 
mow Work Comtrel . on... <.s0c0e0 % 14 454 183 2134 124% 1234 
, N. H. & Hartford... 2/2!!! Mis ALY — . oS 2% 3% 
N. y. Ontario & Western........ 15 7 115% 4% 6 2 2% 
Norfolk & Western.............. 77 111% 187 161 175 158 158% 
ey re 34% 95% 36% 144% 421% 13% 13% 
Pp 
PIN nai evds05000s005 06 424% 1334 39% 20% 26% 17% 1734 
Ss 
Southern Pacific..............4- 38% 11% 838% 14% 19% 12% 18% 
Southern Railway............... 6 4lg 8614 11% 16% 1% 8 
U 
Dalek Patifie sss ..03%00s.5.05:06 sonns SRB 61% 138% 90 111% 88% 86 
Ww 
Western Maryland............. soe ali 4 174% ™% 9% 5% 6 
WV MMDONE DPROEED 5. 50.0 ss00805s0 94 1 8l5 254 38% 1% 1% 
e e 
Industrials and Miscellaneous 
1933 1934 1935! Last 
A A ~—_—. ale 
A High Low High Low High Low /20/35 
Adams-Millis Corp.............. 80 60 10314 73 3314 2814 30% 
Dit ROGMCHON, TRG... ..ccccsccses 112 47% 118 9134 116% 104 105% 
NR ons os vc os saws 33 11% 23% 165 20% 15 16% 
Allied Chemical & Dye.......... 152 703% 160% 115% 141 125 7 
Allis Chalmers Mfg............. 2634 6 Base 10% 17% 12 13% 
ee Serre 47% 18% 55 39 57 4814 50 
Amer. Agric. Disiead TD csscccee Uae 1% 48 254 573% 45 45 
American B: Sarre 2814 8 25% 11% 18% 18% 15 
Amer. Brake Shoe & Fdy........ 42% 9% 38 1944 29% 224 2244 
EEO nh os cb enc bss 0cs.es 100% 4946 114% 904 123 110 113% 
ee 3934 6% 33% 12 20% 10 11% 
BRITTON CIID no oc wc ccc sesccce 614 34 70% 464 76% 66 74 
American & Foreign Power...... 19% 3% 1334 3% 5% 2 24% 
Amer. International Corp........ 15% 4% 1 4% 6% 4% 44 
Amer. Power & Light............ 19% 4 124% 3 33% 1% 1% 
Amer. Radiator & S.S........... 19 4 175 10 16% 10% 11 
Amor. Bolling BE... 0 ccccccce 31% 5 284% 134% 24 153% 163 
Amer. Smelting & ne. -. 58% 1034 514% 304% 40% 31% 32% 
Amer. Steel Foundries.. 27 i3 2644 10% 18% 12 13% 
Amer. Sugar Refining........... 74 21 72 46 0% 57% 59 
a RSS eS 13434 8644 125% 100% 107% 98% 100% 
a OY aaa 94% 50% 89 67 rth 754 7534 
Amer. Water Works & Elec... ... 43% 10% ifs) 125% 14 71% 9 
Amer. Woolen Pfd.............. 67% 225, 8334 36 45% 35% 37 
Anaconda Copper Mining........ 22% 5 17% 10 12% 8 83% 
Agmour Co. OF TH... ccccccces ons ke 6% 3% 6% 3% 4% 
Atlantic Refining ................ 32% 12% 35 21 25 21% 22 
Se ee 844 $1 87 16 29% 15 15% 
Aviation Corp. Del.............. 163 5% 10% 334 65% 3 3% 
B 
Baldwin Loco. Works............ unis 3 4% 6 1% 1 
ee rt 52 3 23 44 37 40 
Beatrice Creamery ............... a7 7 aby, 10% 19 15 16 
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1933 1934 1935 ed Div’d 
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To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 


By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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What’s Ahead for 
the Stock Market? 


These are changing times. Every 
issue of The Magazine of Wall 
Street sees many far-reaching 
developments in the worlds of 
business, economics, politics — 
and investment. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets days, and 
sometimes weeks, before the in- 
formation is available through 
the usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Take advantage of our special 
“get-acquainted” short-term rate, 
Be sure of receiving the coming 
issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of real money-value to 
you. 
Mail this coupon—now 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your next issue. 

D) If you would like to have this special 
offer cover eight issues instead of four, 
check here and enclose $2.00. 


Me ceteesresseb shee sees be seeseawae 


3-30-ST 
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Oo 
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Phillips Petroleum 4% 2034 133 16 1334 
Pillsbury Flour Mills. .... 9% 3434 18 33 31% 
Procter & Gamble 195% 443% 33% 495% ¥% 
Public Service of N. J... ....cescess 8254 45 5 2714 203% 
(4 Da ees 18 593% 354% «52% 41% 
Radio Corp. of America..... 3 9% 4% 5% 4 
Radio-Keith-Orpheum . 1 4% 1% 254 14 
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3 aa 4 2534 10% 16% 9 
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OE rere 1334 25 174% 19 14% 
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Standard Oil of Ind. . ries Sass 8234 23144 25% 23 
Standard Oil of N. J. 474 2234 50% 8944 4314 3534 
Sterling Products.... ; 4534 6614 473, «64 68% 
sameg 2 er PEE ae 144 33 1383 $73 : aA $33 
tone WEE a 0 00000006 s0000600 4, 4 
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Tri-Continental Corp. .............- 234 634 3 334 1% 
U 
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Or ee 233% 8% 20% 11% 16% 1434 
United Aircraft. . ee Sets 154% 8% 15% 9% 
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Be IE ID vic 0 5050004100 00000 6s 33 154% 1434 
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U. S. Smelting, Ref. & Mining...... 134 41 9654 1244 106% 
(ey lS ae 233% 59% 29% 40% 27% 
oy RR ary rS 53 9914 674% 94 1354 
Vanadium Corp.......e0+ 1% 31% 14 2134 1354 
Warner Broth 1 8% 234 4 2% 
Western Union 1 174% 66% 944 3434 20 
Westinghouse Ai ay 11% 36 15% 27 18 
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Woolworth Co. (F. W.)......... weee 50% 25% 6544 414% 65% 61 
Worthington Pump & Mach......... 39 8 31% 13 2114 1134 
Wrigley (Wm., 7) SE a 57 3414 76 54 7944 1334 


§ Payable in stock. * Including extra. t+ Paid last year. 
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Answers to Inquiries 
(Continued from page 688) 








ferred stock. While the common stock 
does not appear undervalued in rela- 
tion to indicated current earnings, the 
longer range potentialities of the com- 
pany are by no means believed dis- 
counted. It is principally on that basis 
that we counsel retention of your hold- 
ings. 


McINTYRE PORCUPINE MINES, 
LTD. 


I think a review of the outlook for Mc- 
Intyre Porcupine Mines would be appro- 
priate now with so many new factors en- 
tering the monetary situation. Do you 
still consider its stock attractive? Would 
you counsel its purchase today?—C. McA., 
Chicago, Ill. 


Concentrating its mining operations 
in the Porcupine District of Ontario, 
McIntyre Porcupine Mines, Ltd., ranks 
among the leading gold producers of 
the world. Operations have been con- 
ducted profitably for many years, and 
the company has steadily increased its 
ore reserves and expanded milling ca- 
pacity. With the sharp increase in the 
price paid for gold which occurred 
upon the abandonment of the gold 
standard by Canada and other leading 
countries, earnings of McIntyre Por- 
cupine were automatically benefited. 
Thus, after having ranged from $1.82 
to $3.01 for the six fiscal years ended 
on March 31, 1933, earnings in the 
following year jumped to $4.61 per 
share. Not only did the company 
benefit directly from the higher value 
of its normal production, but it be- 
came profitable to work lower grade 
ore reserves. Further earnings expan- 
sion was recorded in the nine months 
ended December 31, 1934, when net 
profit of $2,796,703, equal to $3.50 4 
share, compared with $2,712,110, or 
$3.40 a share for the like period of the 
previous year. Indications are that 
earnings for the fiscal year ended 
March 31, last, approximated $4.75 
per share. Dividends, which had been 
maintained on a $1 annual basis, plus 
extras, for several years, were placed 
on a $2 basis last year. In view of the 
adequate margin of protection afforded 
that rate by current earnings, another 
increase or extras would seem a logical 
expectation. With large proven ore 
reserves and an enviable record of earn- 
ings, McIntyre Porcupine should con- 
tinue to benefit from the high price 
now being paid for gold. In the event 
of further dollar devalution, the shares 
should register at least a proportionate 
appreciation in the market. Disregard- 
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ing such a development the shares ap- 
pear reasonably priced in relation to 
earnings and their purchase around 
current levels should prove in every 
way satisfactory. 


UNITED STATES GYPSUM CO. 


Last year I bought 100 shares of U. S. 
Gypsum common, It has done well since 
then, but now it is settling back near the 
trice at which I bought it. Would you ad- 
vise its further retention?—I. P. W., Spo- 
kane, Wash. 


United States Gypsum Co. is by far 
the largest manufacturer of building 
products which employ gypsum as a 
base. From gypsum rock, of which the 
company owns reserves estimated to 
last 100 years, an extensive line of 
products is manufactured. These in- 
clude “sheet rock,” wall board, plaster 
board and exterior sheathing, plasters 
of all kinds, roof tile and gypsum 
paints for exteriors and interiors. The 
company weathered the depression bet- 
ter than any other important unit in 
the building supply field and main- 
tained dividends in each year. This 
was due in part to the lowering of 
costs and the introduction of new prod- 
ucts on which profit margins were large. 
For the year ended December 31, 1934, 
net income amounted to $2,155,369, 
equivalent after requirements on the 
7% preferred, to $1.35 a share on the 
common stock. This compared with 
$1,738,927 or $1 a common share for 
the year 1933. The earnings improve- 
ment registered last year may be attrib- 
uted to the slight upturn in building 
operations. The balance sheet dated 
December 31, 1934, revealed current 
assets of $20,140,714, including cash 
and marketable securities of $14,003,- 
628, against current indebtedness of 
$1,297,884. With indications point- 
ing to further improvement in the 
building trades during the current year, 
the outlook is for a continuance of the 
upward trend in sales and earnings. 
The 1,193,082 shares of common stock 
are preceded by only 78,222 shares of 
$7 preferred. Although adequately 
priced in relation to probable near-term 
earnings, the common stock should 
prove a sound medium for participating 
in eventual recovery of the building 
industry. Hence, we counsel reten- 
tion of your holdings... 


JEWEL TEA CoO. 


I am well pleased with my investment in 
Jewel Tea bought at 29% on your sug- 
gestion. Do you feel the company can con- 
tinue to progress at the same pace? What 
of its outlook for the year ahead?—W. L. 
J., Los Angeles, Calif. 


At the close of 1934 Jewel Tea Co. 


was operating 1,462 wagon routes and 
87 retail stores, for the distribution of 
coffee, tea and staple groceries. The 
company imports and processes its tea 
and coffee and these items account for 
more than one-half of total sales. The 
greater part of the other commodities 
sold are prepared in the company’s own 
factories and marketed under its own 
brands. Truck route units cover the 
rural sections of approximately 43 
states. The management has been care- 
ful in the selection of its personnel and 
the consequent good will built up dur- 
ing the depression has constituted an 
important factor in the continued ex- 
pansion of sales recorded by the com- 
pany. For the year ending December 
29, 1934, the company’s sales increased 
approximately 20% to $17,217,177 
from $14,377,593 in 1933. In spite 
of increased taxes, net earnings for last 
year amounted to $1,243,123 or $4.44 
a share on the capital stock. This com- 
pared with $909,325 or $3.25 a share 
for the year 1933. A strong financial 
position is maintained by the company 
as evidenced by the balance sheet of 
December 29, 1934, when total current 
assets of $5,371,075, including cash 
and marketable securities of $2,544,- 
701, compared with current liabilities 
of $1,193,585. With sales for the first 
12 weeks of the current year reported 
as being approximately 14% in excess 
of the similar period last year, the out- 
look for further progress is favorable. 
Since earnings are well in excess of the 
present annual dividend requirements 
of $3 a share on the capital stock, there 
would seem to be little question as to 
continuance of that rate; as a matter of 
fact, further earnings expansion would 
justify the expectation of an increase 
in the regular rate, or extras. The 
liberal income afforded and possibility 
of moderate price enhancement justify a 
constructive attitude toward the shares 
and retention of your holdings is ad- 
vised. 


BROWN SHOE Co. 


With the trend toward higher commodity 
prices, and increased production costs, I 
feel that the outlook for Brown Shoe may 
not be too favorable. As a new subscriber 
1 would like your opinion of the investment 
situation for Brown Shoe common stock 
and my expectation as a stockholder.— 
L. C. D., Detroit, Mich. 


The Brown Shoe Co. manufactures 
a low and medium priced line of foot- 
wear. In addition to its popular 
“Buster Brown” shoes for children and 
its “Brownbilt” shoes for adults, the 
company is official maker of “Boy 
Scout” and “Girl Scout” shoes. As 
the company leases its machinery for 
the most part on the basis of the num- 
ber of shoes actually manufactured on 
each machine, overhead is considerably 
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lowered in periods of slackness. Al- 
though actual unit production reached 
the highest level in the history of the 
company for the fiscal year ended 
October 31, 1934, inventory losses at 
the close of the year caused a reduc- 
tion in profits. Net earnings for the 
last fiscal year amounted to $1,138,581, 
equal, after dividends on the preferred 
stock, to $3.71 a share on the common. 
This compared with $1,436,844, or 
$4.89 a common share for the previous 
fiscal year. The strong financial con- 
dition maintained is revealed by the 
balance sheet of October 31, last, when 
current assets of $13,088,752, includ- 
ing cash of $1,340,353, compared with 
current liabilities of but $814,910. 
The company has no funded debt and 
the 247,000 shares of common are pre- 
ceded by only 31,569 shares of 7% pre- 
ferred stock. In 1930 the current 
dividend of $3 a share on the common 
was instituted and has been earned and 
paid continually since that date. As it 
is expected that government-owned 
hides will be withheld from the market 
for better prices, the shoe companies 
need have little fear of a near term 
sizable break in hide prices and conse- 
quent heavy inventory losses. Thus, 
Brown Shoe should continue to show 
satisfactory earnings and retention of 
the shares on an income basis is amply 
justified at current quotations. 


PURITY BAKERIES CORP. 


_I thought Purity Bakeries would con- 
tinue to do better when it advanced to 19% 
last year. Now I am wondering if it can 
again attain this price? What do you think 
of its prospects over the moderate and 
longer period?—G. N. F., Des Moines, Ia. 


The concentration of 54 plants and 
approximately 343 retail bakery stores, 
in densely populated metropolitan cen- 
ters, renders Purity Bakeries Corp. par- 
ticularly vulnerable to depression influ- 
ences. However, reflecting increased 
employment, net income rebounded 
from a low of $361,318 or 45 cents a 
common share in 1932 to $741,885 or 
96 cents a share in 1933. Last year, 
the processing tax on flour, increased 
costs under the N R A and the reduc- 
tion of income. from dividends re- 
ceived from the company’s interest in 
Cushman’s Sons, Inc., common stock, 
caused a recession in net profits to 
$209,218, or 27 cents a share on the 
common. However, there is a brighter 
side to the picture. Those very factors 
which militafed against the company 
during the depression should be a boon 
to its earnings with further strides 
toward more normal public purchasing 
power in the larger cities in the East 
and Mid-West. Pastries and cakes, on 
which the profit margin is generally 
large, should encounter less opposition 


from home baking. As volume ex- 
pands, competition should become less 
severe and a more favorable margin of 
profit attained in the bread division. 
The strong financial condition of the 
company is revealed in the balance 
sheet of December 29, last, when total 
current assests of $4,130,441, includ- 
ing cash of $2,684,170, compared with 
current liabilities of $1,080,038. The 
capital structure of the company con- 
sists of $6,600,000 debenture bonds 
due in 1948 and 771,476 shares of 
common stock. While the sound 
financial condition of the company 
would appear to warrant a continuance 
of the annual dividend of $1 a share, 
a temporary reduced rate may prove 
expedient unless earnings soon improve. 
Nevertheless, the longer term favorable 
outlook for the company is believed 
sufficient justification for retention of 
your holdings at current depressed 
levels. 


HIRAM WALKER-GOODERHAM 
& WORTS, LTD. 

I am told you look favorably on the 
prospects for some of the liquor issues. 
My informant could not recall if Hiram 
Walker-Gooderham & Worts, Lid., was 
among them. Any information you give 
me on this company’s possibilities will be 
appreciated, since I hold 150 shares averag- 
ing 41.—S. T. L., Dallas, Tex. 


Hiram Walker-Gooderham & Worts, 
Ltd., has long occupied a leading posi- 
tion in the Canadian liquor industry 
and with repeal of the Eighteenth 
Amendment in the United States be- 
came active in that market. Such 
well-known brands of whiskies as 
“Canadian Club,” “Walker’s Im- 
perial,” “ G & W,” “Meadow Brook,” 
and “Ridgewood” are numbered among 
its items. More recently the company 
introduced in the United States market 
its “Clubs,” a blend of aged whisky 
and neutral spirits which has found 
wide public favor. The company is 
also actively engaged in the production 
of gin and prepared cocktails. At the 
close of the last fiscal year, or August 
31, 1934, the company had stored in 
Canada some 14,000,000 imperial gal- 
lons of aged whisky, averaging more 
than four years old. While the high 
import duty on whiskies entering the 
United States has tended to limit the 
consumption of the aged product, its 
use for blending purposes is wide- 
spread. Hiram Walker's Peoria plant, 
constructed after repeal of prohibition 
in the United States, is said to be the 
largest in the world, being designed to 
produce some 100,000 gallons daily. 
A large part of this production is being 
stored for aging. The latest earnings 
report of the company is that for the 
fiscal year ended August 31, 1934, 
when net profit of $3,366,267, equal, 


after dividend requirements on the pre- 
ferred stock, to $4.40 a share on the 
common, compared with $370,741, or 
but 80 cents a share on the $1 pre- 
ferred stock in the previous year. Cer- 
tainly the organization’s well en- 
trenched position in the liquor indus- 
try in both Canada and the United 
States, would seem to assure it of ob- 
taining its share of available business 
in both countries. While the expan- 
sion program occasioned by the en- 
trance of the company into the United 
States market has doubtless been costly 
and may preclude dividends to the ex- 
tent which appear warranted by indi- 
cated earnings, its favorable prospects 
would seem to dictate retention of your 
holdings on a price basis. 


STANDARD OIL CO. (NEW 
JERSEY) 


Do you look. favorably upon Standard 
Oil Co. of New Jersey for investment to- 
day? Do you think it should do well in 
inflation? Would you advise its purchase 
now?—S. O. Q., Pittsburgh, Pa. 


Ranking as the leader among domes- 
tic petroleum organizations, the Stand- 
ard Oil Co. (New Jersey), is also a 
factor in foreign markets. Because of 
its large foreign interests, revenues of 
the company from these sources tend 
to increase in proportion to any de- 
cline of the American dollar in terms 
of foreign currencies. It is largely be- 
cause of this that the capital stock of 
the company offers an excellent hedge 
against possible inflation of the cur- 
rency in the United States, although, in 
addition, its large domestic properties 
would also appreciate in money value 
upon such a development. Accord- 
ing to the latest balance sheet, or that 
dated December 31, 1933, assets 
totalled $1,912,234,670. With the re- 
cent retirement of $90,000,000 of 5% 
debentures, the company has out- 
standing less than $100,000,000 in 
funded obligations preceding the capi- 
tal stock. As yet the earnings report 
for 1934 is not available, but indica- 
tions are that some improvement will 
be shown over the previous year’s re- 
sult, when the equivalent of 97 cents a 
share was earned. One factor which 
has doubtless tended to depress the 
stock during recent sessions is the possi- 
bility that the company will have to 
divest itself of its natural gas interests 
in the event that the Rayburn bill is 
enacted into law. Nevertheless, with 
the production of “hot oil” in the East 
Texas field showing a pronounced drop 
since the revival of the Federal Tender 
Board, and with a major portion of the 
company’s revenues dependent upon 
the sale of gasoline in the United 
States, earnings during the current 
year are expected to show further im- 
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provement. Hence, we feel that advan- 
tage may well be taken of present quo- 
tations to purchase Standard Oil, feel- 
ing confident that such a policy is fully 
warranted by the concern’s excellent 
long term potentialities. 








Costs Up, Profits Down 
(Continued from page 681) 








sugar could otherwise have been re- 
fined in the United States. 

Efficiency of management has char- 
acterized the American Sugar Refining 
Co. ever since organization. Financing 
has been done entirely within the or- 
ganization, except for the $30,000,000 
in bonds, issued in 1922, and now re- 
tired. The company has maintained a 
strong financial position, and at the 
close of 1934 had current assets of 
$28,819,000 and current liabilities of 
$6,516,000, leaving an indicated net 
working capital of $22,303,000. Its 
cash item of $12,193,000 was 1.87 
times all of its current liabilities. 

American Sugar produces its refined 
sugar. entirely from cane, but it has an 
interest in the beet sugar industry rep- 
resented by holdings of stock in the 
Michigan Sugar Co. amounting to a 
little more than 26%, and also a 50% 
holding in the Spreckels Sugar Co. of 
San Francisco. It also owns about 
25% of the stock of the National Su- 
gar Refining Co. It has complete own- 
ership of the Brooklyn Cooperage Co., 
one of the largest makers of wooden 
barrels in the country. Through its 
subsidiary, Central Canagua Co. of 
Cuba, it has over 300,000 acres of 
sugar lands on the island, and has two 
modern sugar plants, with a raw sugar 
capacity of 1,800,000 bags, of 325 
pounds each, annually. These plants 
are able, under normal conditions, to 
furnish about 12% of the company’s 
raw sugar requirements. 

It is evident that the company is not 
entirely committed to the theory that 
the Government’s present plan will 
work out well in all its details. 

“Considering the disastrous outcome 
of the various sugar controls,” says the 
annual report, “whose rise and fall 
we have recorded in these reports for 
the past twenty years, your company 
has good reason to be cautious of all 
government controls and interferences 
in the sugar industry. The new 
United States sugar plan, however, is 
in effect. It is a solid fact. It brings 
some undoubted benefits for a harassed 
industry. However, it is capable of 
doing great injury.” 

At the current dividend of $2 a 
share, the common stock of American 
Sugar yields about 3.4%. That che 
dividend could be increased on the 
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present basis of earnings, there is no 
doubt. That it would be a wise 
thing to increase it, under the present 
uncertain conditions in the industry, 
apparently is not an acceptable theory 
to the officials of the company. It may 
be assumed, therefore, that there will 
be no increase until the company’s 
earning power has expanded. 

The outlook is too clouded to permit 
of anything like an accurate forecast. 


- Hypothetical obstacles might be placed 


against hypothetical advantages, and 
a balance reached, which would be 
immediately upset by any change in 
conditions. Removals of restrictions 
on raw sugar production or exportation 
from the big producing countries, 
might be followed by others even more 
drastic. The United States sugar plan 
will enable this country to co-operate 
in international efforts to correct 
abuses. Commitments of a tentative 
sort already have been made for a 
world conference. 

The present dividend on the com- 
mon stock seems reasonably safe, and 
the company’s enviable past record, 
with its. comparative stability of earn- 
ings, lends support to the feeling that, 
unless disastrously unforeseen eventu- 
alities arise, this record can be main- 
tained. 

Because of the relatively large num- 
ber of preferred shares outstanding, the 
leverage factor is very important as 
affecting per share earnings on com- 
mon stock. The rate per share in- 
creases or decreases rapidly, and out 
of proportion to the net income before 
deduction of the preferred dividend. A 
marked example of this will be found 
by consulting, in the accompanying 
table the incomes for the years 1928 
and 1927. Net income in the former 
year was a little less than twice that 
in 1927, and yet the net per share on 
the common stock was nearly eight 
times greater. 








More Business at Less Profit 
(Continued from page 679) 








industrial proprietors and without con- 
scious co-operation within the industrial 
structure as a whole. The stifling of 
this initiative or removing the incentive 
could easily undo all that has been 
achieved. 

To operate profitably and pay divi- 
dends to its stockholders it is neces- 
sary for a company to escape abrupt 
distortion in the relationship between 
costs and sales. What happens when 
such distortions take place is well exem- 
plified in the results in 1933 and 1934. 
In the former year earnings rose 
abruptly when prices were advanced 
faster than costs, while in 1934 they 


failed to reflect the increased business 
volume when costs rose abnormally and 
prices were adjusted lower. 

Given a relatively stable cost factor, 
business this year could doubtless show 
better profits than in 1934 with little 
or no change in the general rate of 
activity. This possibility, however, is 
still too uncertain and the investor 
must continue to place his faith in the 
ability and ingenuity of management 
to make the best of conditions as they 
are. : 

Looking ahead to the future, it might 
well be that investor in common stocks 
will have to revise his ideas on what 
constitutes a fair return and be con- 
tent with a substantially smaller equity, 
if indeed he has not already accepted 
this condition, knowingly or not. 








New Developments Brighten 
Movie Outlook 


(Continued from page 673) 








$400,000,000 of these debts—an 
amount almost equal to capitalization. 
At even a modest 6 per cent this debt 
calls for interest payment of $24,000,- 
000 or thereabouts, which even the 
most confirmed optimist must admit is 
a well defined obstruction to dividend 
payments. 

The whole question of motion pic- 
ture profits is complicated in the ex- 
treme and so interwoven with certain 
traditions of both production and 
distribution that eradication of errors 
or basically wrong practices be- 
comes difficult. The abnormally high 
salaries of stars and top executives and 
directors may suffer reduction as a 
saner business judgment operates. 
There is some excuse for paying the 
popular star three or four hundred 
thousand a year if it can be demon- 
strated that the star can attract a great 
number of people to the box office, but 
one wonders how much guess work 
and how much jealousy of competitors 
govern such salaries. A very simple 
rule is at hand to gauge any production 
expenditure: 

Any negative cost or portion thereof 
will on the present admission scale re- 
quire approximately 50 of such admis- 
sions to amortize each dollar. In other 
words, if Miss Inez Doakes is paid 
$100,000 for each picture in which she 
appears, that sum becomes a part of the 
negative cost, and means simply that 
to warrant her stipend Miss Doakes 
must draw into the theaters 5,000,000 
people during the life of the picture— 
which is approximately 40 weeks. I 
do believe that this rule applied to a 
potential engagement of Miss Doakes 
or Mr. Whosis by a sane executive 
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New York Curb Exchange 














ACTIVE ISSUES 


Quotations as of Recent Date 





Price Range 
— Recent 
Name and Dividend...... High Low Price 
Alum. Co. of Amer......... 52 32 34 
Amer. Cyanamid B (.4 17% 15 16 
Amer. Gas & Elec. (1. 405. 21% #16 20 
Amer. Lt. & Tr. (1.20)...... 0 7 9 
Amer. Superpower......... 1 y 
Assoc. Gas Elec. ‘‘A’”’ 
een 9 7 3 7 
Cities Service............. 1 1 
Cities Service Pid... ... 1 18% 48 F 9 
Cleveland 7% Illum, (2)... 27 23 27 
Colum. G. & E. cv. Pid. (5). 64 32 44 
Commonwealth Edison (4).. 60 47 60 
Consol.;Gas ry (3.60)..... 659 52 58 

Cord Corp ({.25)..........-. 4 43 2 

Eccl bcsecesessss 10 7 9 
Creole Petroleum.......... 13 10 10 
Distillers Cp. Seag......... 18 143 16 
Elec. Bond & Share........ 7 314 5 
Elec. Bond & Share Pfd. (6). 52 37 45 
Elec. Pr. Assoc. (.40)....... 4 2 3% 
EE eee 114% 7 8 
Ford_Mot. of Gan. “A” (+114) 321% 25% 28 


1935 
Price Range 
—————. Recent 


Name and Dividend...... High Low Price 
Ford Motor, Ltd.. were.) | 4 1% 1% 
SE eae 46 50 
Glen Alden Coal (*114). 14% 16% 
Great A. & P. Tea N.-V. @.. 1214% 121% 
Greyhound Corp........... 13614 aos | B6ig 
Oe Sarre 607 504% 652 
Hudson | _ 8 5 ee 13 1 12 
Humble Oil (1)............ 50 46 
Imperial Oil (*.80)......... 17% 156% 15 
Lake Shore Mines (*4) 58 3 
Niagara Hadson Power..... 54 2% 8 
Novadel-Agene (2)......... 22 205% 214% 
Pepperel Mfg. (6).......... 89 58 63 
Pitts. Pl. Glass (2)......... 58 41% 
Sherwin-Williams 90 86% 
Swift & Co. (*.75).......... 19 16 16% 
| ae 36 31 3214 
United Founders........... 3 ye «8/16 

e & —. | 4 % 
77 74 
27% 





325% 25 
* Includes extras. a Paid last year. 











would cause some hesitation at least. 

However, if a prediction by one who 
has spent a couple of decades in the 
movie business is worth anything, 
mine is that holders of movie securities 
under present conditions, and discount- 
ing a few changes yet to be made, will 
see a very satisfactory year in 1935. 

In fact about the only threat that 
would mar this prospect by its effect 
on returns from motion picture invest- 
ments is en tapis in California where 
some 62 measures aimed at the industry 
are before the legislature of that state. 
These embrace everything from a con- 
fiscatory footage tax on film to a 35 per 
cent tax on all incomes, personal and 
corporate, and including an admission 
tax on all theater admissions above 20 
cents. Similar measures as to a tax 
on admissions are more or less con- 
tinual throughout the states, but in 
few if any instances have they been 
effectuated as law. The tendency to 
impose such state taxes, which would, 
of course, be in addition to the 10 per 
cent tax levied on all admissions over 
40 cents, is one for security holders 
in the motion picture industry to watch 
closely. 

The California situation has moved 
the industry to consider the possibili- 
ties of a move out of the state. Florida 
has made a very definite bid based on 
reasonable similarity of climate and 
both New Jersey and Connecticut are 
being considered for the establishment 
of a picture city with immunity of 
taxation for a guaranteed number of 
years. And if anyone should believe 
that a move of production out of Cali- 
fornia is not likely they may recon- 
struct their thoughts. The movies can 
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get out of California in jig time and if 
pushed too hard will do so. They can 
do it with but thirty days cessation of 
work in California and beginning of 
work elsewhere. And if they do move 
California will feel the blow. A move 
actually would be a benefit if it cen- 
tered production near New York, since 
much cost now caused by separation of 
home offices and studios would be elimi- 
nated. The motion picture producers 
are serious in their resistance to what 
they regard as unjust exploitation, and 
the best way the legislatures can deter- 
mine the degree of that seriousness is 
to pass the bills. I believe that inside 
of eighteen months 85 per cent of all 
picture business will be elsewhere. 








The Federal Reserve—1935 
Model 


(Continued from page 667) 








adapt itself to rapid expansions and 
contractions with little resultant unem- 
ployment. Without such flexibility, 
however, expansion and contraction, in- 
stead of calling into play forces that ad- 
just and correct such movements, tend 
to feed upon themselves and, for a con- 
siderable period, to generate further ex- 
pansions and contractions. 

“Tt is not true that all that is neces- 
sary is to try to introduce more flexi- 
bility. Numerous rigidities and in- 
flexibilities have developed in our econ- 
omy and the trend plainly points to 
more rather than less rigidity. 

“If there is one thing that seems 


clear to me it is that unless conscious 
effort is made to prevent them, booms 
and collapses will continue to recur in 


capitalistic democracies. It also seems 
evident to me that neither capitalism 
nor democracy can survive another de- 
pression of the magnitude of the one 
from which we are just emerging. 

“The banking system can and should 
be one of our chief instruments for the 
promotion of stability. The first ele- 
mentary principle to grasp in that con- 
nection is that the bulk of our money 
supply today is composed of deposits 
subject to check. Out of a total vol- 
ume of $24,000,000,000 of money, or 
units representing purchasing power 
nearly $19,000,000,000 is composed of 
checking accounts in commercial banks. 
The second principle in the theory of 
monetary control is that variations in 
the community’s supply of money have 
an effect on the state of business ac- 
tivity. The effect depends upon a 
large number of circumstances. One 
point on which there is general agree- 
ment is that increases in money supply 
tend to stimulate business activity, 
while decreases in the money supply 
tend to restrict activity. The third 
principle in my thesis of monetary 
control is that the operation of the 
banking system, left to itself with no 
conscious effort of control, tends to 
intensify, rather than to counteract 
business fluctuations. When business 
activity is increasing there is an in- 
creased demand for bank loans and a 
growing disposition among banks to 
lend liberally. When banks lend more, 
thus increasing their assets, they also 
increase their deposits. Consequently, 
at the very time when the community 
is actually increasing its expenditures, 
there is a tendency for the supply of 
money to increase thus adding to the 
velocity of acceleration. Similarly 
when expenditures are decreasing the 
bankers become more cautious, matur- 
ing loans are repaid, deposits are ex- 
tinguished, and contraction goes too 
far. Our system, therefore, not only 
fails to act as a compensatory agent, 
but actually intensifies fluctuations. 

“Conceding that the banking ma- 
chine must be controlled, the question 
of who should do the controlling comes 
to the fore; it is a question that pre- 
sents grave difficulties, but my fourth 
principle is that the controlling or regu- 
latory body must be one which repre- 
sents the interests not of any particular 
class, or group of people, but of the 
nation as a whole. There is no poli- 
tical or economic power more charged 
with the general or social interest than 
the power to increase or decrease the 
supply of money. 

“If the sovereign authority delegates 
this power to a particular group or class 
in the community, as it has done in 
large part in this country, it divests it- 
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self of a part of its effective sovereignty. 

“The purposes of the nation, as ex- 
pressed in its national administration, 
can be completely nullified by those 
who control the supply of money. 

“It is my personal conviction that 
our system of broad political represen- 
tation, faulty as it may be, constitutes 
a better guaranty that the general in- 
terest will be served than would control 
by a group of individuals chosen, let 
us say, entirely by bankers or business 
leaders.” 

Speaking further, regarding the ef- 
fects of recasting the Federal Reserve 
system upon the business cycle Mr. 
Eccles said that while he did not ex- 
pect the bill to solve the problem of 
the cycle, it would make conditions 
more favorable for its eventual solu- 
tion, but he added significantly: 

“My own view is that it will be 
necessary for the Government to help 
in offsetting and counteracting rapid 
contraction and expansion of expendi- 
tures on the part of the community at 
large. It can do this by varying its 
own expenditures and by the use of 
the taxing power to secure a better dis- 
tribution of income so as to insure em- 
ployment, thus maintaining the neces- 
sary distribution of wealth production 
as currently produced.” 








International Currency 
War Ahead? 


(Continued from page 669) 








tor nation which has in addition a 
“favorable” balance of merchandise 
trade. The whole world is bidding for 
dollars, either to pay its debts to us, 
or to pay for their purchases from us. 
There are not enough dollars to go 
‘round. Even with the heavy importa- 
tions of gold that have taken place, 
there still are not enough dollars to go 
‘round. Hence, it is inevitable that 
other currencies depreciate in relation 
to the dollar. This is the fundamental 
obstacle to an agreement on the sta- 
bilization of world currencies in rela- 
tion to each other. England thinks 
that, were she to agree to formal sta- 
bilization now, basic forces working for 
a higher dollar and a lower pound 
would make the stabilization point un- 
tenable. 

If we were to take our Fund and 
supply the dollars that are needed by 
our customers and debtors, it means 
that we must acquire in exchange some 
other currency. Should the other cur- 
rency be francs, we would push France 
off gold in no time as we converted 
our francs into gold and had it shipped 
here. Should the currency be pounds, 
our Fund would not know what to 
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do with them. To bid gold up in the 
London market in order to ship it here 
would merely have the effect of depre- 
ciating the pound again. To buy mer- 
chandise in England and ship that here 
would be a remedy, but as we wouldn’t 
do it anyway, it seems hardly worth 
mentioning. 

Aside from adjusting our tremen- 
dously lop-sided balance of internation- 
al payments by direct action in per- 
mitting vastly increased merchandise 
imports, the only course to follow in 
order to offset the deflationary effect 
of declining foreign exchanges is to 
cheapen the dollar internally. If we 
could only get a good, hearty infla- 
tionary price movement under way 
here, though we remained on the dol- 
lar tied to gold at the present rate, it 
would have the effect of checking our 
exports and increasing imports. Of 
course, to raise prices is what we have 
been desperately trying for some years 
to do and it is a curious commentary 
on the state of affairs in the world to- 
day that the deflationary effects of 
falling currencies abroad seem to have 
very effectively prevented us from go- 
ing on an inflation spree. In other 
words, perhaps the dollar is so strong 
fundamentally that even we ourselves 
cannot break it, at least not without 
trying a great deal harder than any 
other country ever had to try! 

Must we then sit still and watch 
sterling rule world prices, including 
our own? It would seem that this were 
very much the case. We may, of 
course, continue out efforts to cheapen 
the dollar internally (raise prices), 
continue negotiations for trade agree- 
ments with other countries in which 
they will be permitted to ship her 
more than in the past, continue to ac- 
cept defaults on our foreign invest- 
ments, all of which will help to lessen 
the demand for dollars abroad and 
thereby go to the heart of the trouble. 
Not a very pleasant prospect admitted- 
ly, but if we decide to accept it rather 
than to permit a large net balance of 
merchandise imports, it is imperative 


that we do so recognizing the situation 
for what it is. On no account should 
we prolong the agony by temporary 
expedients such as further tinkering 
with gold and the currency or an at- 
tempt at offsetting operations by means 
of our Stabilization or other funds. 








Unscrambling the Holding 


Companies 
(Continued from page 663) 








company controlling power companies 
in New England and others on the 
Pacific Coast. 

The first question for the holding 
company investor to ask himself, there- 
fore, is whether his company is or is 
not likely to be able to prove that it 
conforms to the above defined require- 
ments of economic usefulness, or to 
seek informed opinion thereupon. Each 
company constitutes a separate case and 
generalization in this article could not 
possibly separate the sheep from the 
goats. 

Nor is generalized answer possible to 
the question of how the investor will 
fare if and when the Government or- 
ders a certain number of holding com- 
panies to unscramble themselves. The 
break up and reorganization of large 
systems, the formation of former com- 
ponents into integrated operating sys- 
tems under smaller holding companies 
that can conform to the requirements 
above suggested and the determination 
of the mutual property rights of numer- 
ous classes of security holders will in 
every instance constitute a special prob- 
lem of the utmost complexity. It would 
be surprising, indeed, if such efforts to 
unscramble some of the most thorough- 
ly scrambled eggs among the holding 
companies did not inevitably degener- 
ate into protracted litigation. 

As a generality, one may say that 
the value of the equity that the holding 
company stockholder will receive, in 
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40 Bonds 30Indus. 20 Rails High Low Sales 
Monday, March 11............. 80.83 99.39 27.92 82.34 80.52 797,860 
Tuesday, March 12............ 80.37 97.66 27.31 80.91 79.26 1,054,280 
Wednesday, March 13.......... 80.07 98.02 27.60 80.15 78.97 1,075,220 
Thursday, March 14........... 80.21 96.71 27.45 80.17 78.85 811,180 
Priday, March 15... 6... 6500. .s 80.02 98.21 28.05 79.96 78.74 768,160 
Saturday, March 16............ 80.19 97.79 27.88 79.74 79.09 300,500 
Monday, March 18............. 79.98 97.01 27.64 78.93 77.92 593,612 
Tuesday, March 19............ 79.88 98.31 28.00 79.57 78.58 509,549 
Wednesday, March 20.......... 79.97 98.29 27.72 79.77 79.01 488,589 
Thursday, March 21........... 80.17 99.72 28.51 81.29 78.93 889,310 
BriGay; MAATCH TB. 5. eiesiccciecs 80.36 100.68 29.10 81.59 80.27 780,898 
Saturday, March 23............ 80.33 99.84 28.69 81.41 80.81 299,45 
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ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bankers (3) 

Bank of Manhattan (114) 
Bank of N. Y. & Trust (14). ‘ 
Central Hanover (6)............. 


pire 
First National (100) 
Guaranty (12) 


INSURANCE COMPANIES 


Aetna Fire (1.60) ............ 
Aetna Life (.60) ... 


Globe & Rutgers 
Great American (1) 
Hanover F. (1.60) 
Hartford Fire (2) 


the event of reorganization, will de- 
pend on the actual equity the holding 
company owns. To put it the simplest 
way, the total of property values is the 
same, no matter how many ways we 
divide it. For a certain number of 
shares of X Y Z Super-Power, the hope- 
ful stockholder will ultimately receive 
a certain number of shares, or fraction- 
al shares, of several or more new cor- 
porations each of which will come into 
existence possessed of certain proper- 
ties formerly controlled by the old top 
holding company. 

Doubtless, the outcome of such a 
general unscrambling process would be 
the ultimate appearance on one stock 
exchange or another of various new 
stocks, the total values of which would 
probably be proportionate to the total 
values of the stocks displaced by dis- 
solution, if not in excess of it—other 
things being equal. 

While the analogy is far from per- 
fect, representing a problem simpler 
than the dissolution of most utility 
holding companies, the outcome of 
various well known holding company 
dissolutions may be cited. There is the 
fairly recent instance of the dissolution 
of aviation holding compan‘-s in order 
to be eligible for mail contracts. United 
Aircraft, for instance, was reorganized 
into several new units, stocks of which 
were distributed on an equitable basis 
to shareholders of the parent company. 
The total market value of these stocks 
has tended to exceed the value of the 
original stock. The same has proved 
true of the dissolution of Drug, Inc., 
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INSURANCE COMPANIES—(Continued) 


Travelers (16) 3 
United States Fire (*1.70)........ 
Westchester F. (*1.40) 


INVESTMENT TRUSTS SHARES 


Amer. & Gen. Sec. $3 Pfd 
Bullock Fund 
Corporate Trust—AA 
Fidelity Fund 
Incorporated Investors........... 1 
- Sec. Corp. of Am. Pfd...... 
Mass. Invest 
Nation-Wide Securities B 
No. Amer. Trust Shares 1958..... 
aaa A Income Shares 
ond Intl. Securities A......... 
Do 6% Pfd 
Spencer Trask Fund 1 
. S. & British Interl. Pfd........ 
Uselps Voting Shares 


* Includes extras. 


into Sterling Products, United Drug, 
Bristol-Myers, Vick Chemical and Life 
Savers, Inc. 

There are, of course, such historic 
dissolutions as that of the old American 
Tobacco Trust and the Standard Oil 
decree of 1911, resulting in no loss 
whatever to shareholders. It may be 
argued, indeed, that shareholders who 
held their proportionate interest in the 
offspring of these giants probably fared 
better than they would have had there 
been no dissolution, for human nature 
is such that many people are reluctant 
to purchase stocks of high price, re- 
gardless of the underlying values. 
Under unchanged market and economic 
conditions, five shares of a stock which 
has been split five-for-one will usually 
sell for a total price larger than the 
original one share commanded before 
being split. 

Since there are no longer any high 
priced utility stocks, however, it may 
be that in not a few instances such cal- 
culations of future share quotations 
may have to be in pennies, rather than 
dollars. What one will get for some cf 
the holding company common stocks 


now selling at $1 to $2 a share or less 
involves arithmetic beyond this writer's 
ability. 

In the case of holding companies 
which merely hold listed securities of 
various utilities, such as United Corp., 
for example, no very large problem 
would be involved—in the event that 
the Government also objects for some 
reason to their existence, essentially as 
investment trusts. Such a company 
would merely distribute to its own se- 
curity holders the securities it owns or 
fractional shares thereof. 








American Chicle Co. 
(Continued from page 683) 








purchased and retired 55,000 shares. 

The great bulk of the company’s 
products is sold in five-cent packages, 
through its own sales organization, as 
well as jobbers which serve the thou- 
sands of small retailers throughout the 
country. Sales are promoted by ex- 
tensive advertising and it is the com- 
pany’s policy to limit retailers to a 30- 
day supply thus insuring the freshness 
of its product, and insuring a rapid 
turnover and permitting a low ratio of 
inventory to sales. 

At the end of last year, financial posi- 
tion left nothing to be desired. Cur- 
rent assets, including $3,114,900 cash 
and marketable securities, totalled 
nearly $5,000,000, while current liabili- 
ties were less than $600,000. Divi- 
dends, last year, including extras 
amounted to $3 a share and early this 
year a quarterly dividend of 75 cents 
was augmente? b 2 enecial dividend 
of 50 cents a share. 

Selling at 75, and y 
the regular $3 
not undervalved in 
ings but the 
the increasing pub! mi 
backed by sustained earning power and 
a good dividend record. With the 
possibility that rising sugar prices will 
reduce the company’s profit margin to 
some extent this year, the opportunity 
for price appreciation seems somewhat 
limited. But the shares may safely bem 
recommended where reiative stability, 
of earnings and assured income aré 
sought. 


HVIGCNC the 








In The Next Issue 
How Big Are Our Surpluses? 


Is Commodity Buying a Sound Hedge “* ‘2' 


7. lation? 


By C. S. Burton 


For other features please see ; 








OR Ra oe ER ee 





ee 


on THE MAGA‘! 





or less 
writer's 








